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TUESDAY, JANUARY 14, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 


The committee met at 10 a. m., in room 1334, House Office Building, 
pursuant to call, Hon. Oren Harris (chairman) presiding. 

The Cuairman. The committee will be in order. Today the Com- 
mittee on Interstate and Foreign Commerce is beginning its hearing 
on a most important subject, subscription television. 

I am delighted to see the interest that is manifested here today, and 
the response to this all-important question, so vital to the general 
public throughout the country. The general announcement that these 
hearings would be held after Congress reconvened was made by me on 
September 20,1957. The announcement was prompted by the issuance 
of a public notice by the Federal Communications Commission, dated 
September 18, 1957, that the Commission was standing ready to accept 
applications from present or proposed television stations to conduct 
trials of subscription television operations. 

I might say here that I am glad to see so many members of the full 
committee present, and I understand others will be coming in later. 

I would like to call your attention to the fact that this has been a 
question that has been before the country and the Congress now for 
many years. I think it is something that vitally affects the interpre- 
tation that can be placed on the Communications Act of 1934, and 
even the provisions of the Radio Act of 1927 before that. I say this in 
order that you may know that it will be my intention, concurred in by 
the members of the committee—and I am sure it will be—to develop 
‘fully these problems affecting this question. 

I might say that here is an issue which I think is vital to the prob- 
lems of this committee, your legislative committee, reaching into the 
depth of the problem as to whether or not, honestly and conscien- 
tiously, a regulatory agency is administering and carrying out the 
law and considering the law as it was intended to be. It is a real 
question as to the intent of the Congress. I know there are honest 
differences of opinion. But I say this for the benefit of the members of 
the committee, and for your benefit, that here may be one vital area 
into which you may want to delve as to the legislative background. 
It may be a real issue here, of vital concern to the entire program. 
The Committee on Interstate and Foreign Commerce has a very 
great responsibility to the Congress and to the American people with 

regard to the question of subscription television. This committee 
must examine into the question of whether the Federal Communica- 
tions Commission, under the present law, has authority to authorize 
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subscription television operations, and what the scope is of the Com- 
mission’s authority, if any. 

If it is determined that the Commission does have authority under 
present law to authorize subscription television operations, then this 
committee and the Congress must decide whether the law should be 
modified in the public interest to deny the Commission such authority. 

Vice versa, if it is determined that the Commission does not have 
the authority, or that the authority is uncertain or insufficient, then 
this committee and the Congress should decide whether and how the 
law should be amended to grant the Commission clear and sufficient 
authority. 

It was in 1952 that I first became interested and associated with 
the legal questions involved in subscription television. It was in 
that year that I participated as one of the conferees in the conference 
with the Senate on the Communications Act Amendments of 1952, 
generally known as the McFarland Act. 

In the course of this conference, a proposal was submitted to the 
conferees to so redefine the term “broadcasting” in the Communica- 
tions Act that it would have included subscription broadcasting. The 
conferees on the McFarland bill rejected this proposal, and w hen thé 
House took up the conference agreement on July 2, 1952, extensive 
statements were made not only by myself but also by the late chair; 
man of this committee, Mr. Priest, by Mr. Wolverton, of New Jersey, 
and by the late Mr. Carl Hinshaw, of California, that nothing con- 
tained in the McFarland amendment to the act should be construed as 
modifying the law insofar as the definition of the term broadcasting is 
concerned. 

I think this is an important part of the legislative history of this 
whole subject matter. The cotnbies were agr reed, I believe, that the 
responsible committees in the Senate and in the House had not had the 
opportunity to consider the question of subscription television on its 
merits, and that this question should be left for a later determination 
to be made by the Congress after detailed hearings and mature con- 
sideration of the public policy i issues involved. 

I think it would be helpful, right here, to insert at this point in the 
record the statements that were made at that time by myself, by Mr. 
Wolverton, Mr. Priest, and by Mr. Hinshaw, because I think we 
should have a complete record on this subject. ; 

(The statements referred to follow :) 


EXxursit 1 
{Congressional Record, July 2, 1952 


Mr. HinsHaw. Mr. Speaker, sometimes in these hurried conferences at the 
close of a session we find ourselves in the position of not being able to read a 
conference report until after it has been printed in the Record and, of course, we 
have already signed the documents approving such report filed with the two 
bodies. 

I would like to clarify the meaning of certain words that are contained on 
page 15 of this conference report in the statement of the managers on the part 
of the House insofar as my own understanding is concerned; and the gentleman 
from New Jersey, Mr. Wolverton, has authorized me to speak in the same way 
on his behalf. That language is contained in the definition of broadcasting where 
it will be remembered that in the House version of the bill we made a slight 
change in the definition of the word “broadcasting” without the intention of 
making any material change in the definition. Likewise the Senate had made a 
slight change different from that of the House bill. 
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In the course of the discussion in the conference the managers for the other 
body offered certain language to go into the report which was rejected. That 
language would have intended that the interpretation by the Commission in the 
Muzak case, to include subscription services as “broadcasting” as a part of the 
definition of “broadcasting.” But that language was not used. The language 
offered for inclusion in the conference statement of managers but rejected by the 
conference is as follows: 

“The word ‘general’ contained in section 2, subsection (0) of S. 658 was deleted 
so as not to change the definition of ‘broadcasting’ (except for the deletion of 
the reference to ‘relay stations’) contained in the Communications Act of 1934 
and interpreted by the Commission in the Muzak case to include subscription 
services.” 

I find in the second paragraph of the statement of the managers under the 
definition of the word “broadcasting” the following closing sentence: 

“The definition, and the interpretations thereof heretofore made, will, there- 
fore, remain unchanged.” 

Mr. Speaker, I certainly understand that language to mean, not that we give 
our approval to any definition that has been made by the Commission as in the 
Muzak case but to leave the matter entirely open. 

Mr. Priest. Mr. Speaker, will the gentleman yield? 

Mr. HINsHAwW. I yield. 

Mr. Priest. May I say to the distinguished gentleman from California that I 
share his opinion fully in that respect with reference to that sentence. I feel 
that it should be made very clear at this point in the Record that this does not 
express any approval whatsoever of any interpretation which the Commission 
has heretofore made. It does not express approval or disapproval; neither does 
it suggest how the Commission should interpret or apply the definition in the 
future. I think we ought to make it very clear that this bill states that the law 
as itis today remains unchanged, that and nothing more. 

Mr. HinsHaw. That is my understanding, and I am glad to have the con- 
currence of the gentleman from Tennessee. 

Mr. Harris. Mr. Speaker, will the gentleman yield? 

Mr. Hinsuaw. I yield to the gentleman from Arkansas. 

Mr. Harris. I should like to say that from my own personal viewpoint I do not 
feel that this sentence in the conference report changes the intention in any way 
whatsoever. In fact, it is my opinion it does not make any difference whether 
the language is in or not. I do not think it does any good or harm. I do not 
think it binds the conferees with reference to intention and I do not think it 
changes the present law. It was the intention of the conferees not to change 
the law but to leave it as it is. I think the Muzak case was determined under 
present law and it is my opinion that they decided it according to present law; 
consequently it was the intention of the conferees that the present law remain 
as it is. 

Mr. HInsHaw. I am glad to have those words from the gentleman from 
Arkansas. It will be remembered that the decision in the Muzak case was 
memorandum decision on an application for an experimental license, and that 
the authorization was issued upon the express understanding that it did not 
constitute a finding by the Commission that the operation authorized would be 
in the public interest beyond the express terms of the grant. 

Mr. Speaker, a letter was presented to the chairman of our committee the 
gentleman from Ohio, Hon. Robert Crosser, by the Federal Communications 
Commission, under date of July 25, 1951, on this subject. The last paragraph 
of that letter is quite important to this point. 

On page 3 of the letter it is stated: 

“The Commission feels that it will be in a better position as a result of such 
proceedings to resolve the problem of the proper classification of subscription 
television as a broadcast service, common-carrier service, or some other type 
of service.” 

Mr. Speaker, the entire letter is as follows: 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., July 25, 1951. 


Hon. RosBert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 
DEAR CONGRESSMAN ‘CROSSER: The Commission has your letter of May 24, 1951, 
in which you request the Commission’s opinion with respect to whether or not the 
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term “broadcasting” as used in 8. 658, an act to further amend the Communi- 
eations Act of 1934, would include subscription television services such as phone- 
vision. Your letter also requests the changes in the definition of “broadcasting” 
in S. 658 which would be required to encompass subscription television services 
if the Commission should find that the present language of 8S. 658 is not sufficiently 
broad. 

In the Muzak case (8 FCC 581) to which you refer in your letter, the Com- 
mission held that the subscriber service there proposed was broadcasting within 
the definition of section 3 (0) of the Communications Act of 1934. It is impor- 
tant to note, however, that in that case the decision pointed out that the fre- 
quency assigned, 117.35 megacycles, was in a part of the spectrum devoted to 
other than broadcast services and the Commission stated that “* * * if it should 
develop that a service of this nature is practicable, frequencies therefor would 
probably have to be allocated from other portions of the radio spectrum.” Ac- 
cordingly, the grant was conditioned expressly that it “is not to be construed as 
a finding by the Commission that the operation of the proposed station upon the 
frequency authorized is or will be in the public interest beyond the expression 
terms of the grant,” and that it was on an experimental basis only and subject 
to change or cancellation without advance notice or hearing. 

The question whether a subscription service is broadcasting as that term is 
presently defined in the Communications Act has not been finally determined. 
In Bremer Broadcasting Co. (2 FCC 79, 88 (1935)) this Commission decided 
that a coded broadcast could not be considered to come within the definition of 
broadcasting even though it would appear that any member of the general 
public could have purchased the code. More recently the question was presented 
again to the Commission by a petition filed August 3, 1949, by Zenith Radio 
Corp. requestiong authority to conduct tests of phonevision on a limited commer- 
cial basis. The Commission granted Zenith Radio Corp. special temporary au- 
thority to conduct experimental operations of phonevision. However, the 
Commission made its grant subject to the express condition that “this action 
shall not be construed as a determination or finding as to whether or not phone- 
vision or-any other existing ‘subscription television’ constitutes a ‘broadcast’ 
service, ‘common carrier’ service or some other classification. The Commission 
expressly reserves its determination as to this issue.’ On November 22, 1950, 
the Commission also grants special temporary authority to General Teleradio, 
Inc., to conduct experimental operation of its Skiatron Subscriber-Vision System 
under conditions similar in nature and purpose to those imposed upon the phone- 
vision grant. 

As you are aware, the subscription television services which have been brought 
to the Commission’s attention involve the use of some additional equipment at 
the subscriber’s television receiver and the payment of a monthly or per program 
charge by the viewer directly to the operator of the service for the privilege of 
viewing certain television programs. This contrasts with the customary broad- 
cast service in which there is no direct charge paid by the viewer and the owner 
of any standard television receiver can receive any of the programs broadcast. 
The basic question raised by your inquiry is, therefore, whether subscription 
television services can be said to fall within that category of services which are 
“intended to be received directly by the general public.” This determination, 
is one which despite the previous pronouncements of the Commission referred 
to above, the Commission feels is of such importance and difficulty as to preclude 
its solution without further detailed consideration on the basis of the fullest 
possible factual record. 

The determination whether a subscription service is broadcasting as that term 
is presently defined or whether it comes within some other service will, of course, 
result in important consequences. The definition of the type of service wil] bear 
directly upon the frequencies which might be assigned to phonevision and other 
subscription television services. If, however, it is determined that subscription 
services do not properly constitute broadcast services and frequencies outside of 
the broadcasting bands are assigned to such subscription services, reception on 
the television receivers presently being manufactured will not be possible. On 
the other hand, since section 3 (h) of the Communications Act specifically pro- 
vides that a person engaged in radio broadcasting shall not, insofar as such per- 
son is so engaged, be deemed a common carrier, a determination that subscription 
services come within the definition of broadcasting, in the absence of amendment 
of section 3 (h), might preclude the Commission from exercising common-carrier 
regulatory powers over such services, even though further consideration of the 
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matter might indicate that it would be in the public interest for the Commission 
to exercise such powers over the charges made to the viewing public or other 
aspects of the subscription service. 

The Commission expects that proceedings may be initiated in the near future 
with respect to the possible establishment of subscription television services on 
a permanent basis in which the problems raised by subscription television services 
will be fully explored in the light of the factual data derived as a result of the 
recent experimental operation of television subscription services. The Commis- 
sion feels that it will be in a better position as a result of such proceedings to 
resolve the problem of the proper classification of “subscription television” as 
a broadcast service, common-carrier service, or some other type of service. As 
a result of such proceedings it is also expected that the Commission will be able 
to advise the Congress whether additional legislation is required for the regula- 
tion of such service, or whether existing legislation should be modified in any 
way to take account of this type of service. In the absence of such a factual 
record, however, the Commission feels that it cannot properly decide the service 
classification which should be given to subscription television, and that, pending 
such resolution it would be inadvisable to attempt to draft or adopt legislation 
defining such services as “broadcasting” or as any other type of service. 

By direction of the Commission : 

WAYNE Coy, Chairman. 


Mr. Speaker, I desire to give notice at this time that in the next session of the 
Congress, whenever that may be, it is my intention, if no one else does, to intro- 
duce a bill which will provide for a further definition of “broadcasting.” I have 
certain ideas on that which would not include subscription television or sub- 
scription radio as broadcasting but probably provide for classification of such 
service as a common carrier or contract service of some sort. I think it should 
not be classified in the broadcast field as the Commission has said in the Muzak 
case that it could be. 

I am very happy, therefore, to have these expressions on the part of the 
Members so that we may have no misunderstanding as to the intention of the 
conferees. 

Mr. Harris. I think it is important to make it very clear that in the act of 1924 
broadcasting was defined to mean “the dissemination of radio communication 
intended to be received by the public directly or by intermediary of relay 
station”. 

The Senate proposed to change that definition when it passed the act. It 
would have had it read, “The dissemination of radio communication intended to 
be received by the general public,” leaving out the words “directly or by inter- 
mediary of relay stations.” I believe the word “directly” was left in. 

The House struck out the term “general” and accepted the rest of the Senate 
language. 

In conference there were some questions raised as to whether or not the 
changing of the word “directly” to precede the term “public or general public” 
or to follow the word might be subject to some interpretation that we intended 
to change the meaning of the law. Then the question came up as to what was 
meant by the use of the term “general.” To include it we felt might lead to 
some interpretation by some, the Commission and its lawyers, and they have 
good lawyers in this business, that it was intended to change the meaning 
Finally, we struck out both provisions of the House and the Senate, and left the 
law just exactly as it is. 

Mr. HINSHAW. Mr. Speaker, the gentleman has correctly stated the case, and 
I think in the amendment which I propose to introduce at a subsequent time that 
I shall propose that “broadcasting” shall mean “the dissemination of radio com- 
munications intended to be received by the public without restriction,” or words 
to that effect, which will clearly define the term and make it possible to set this 
subscription service over into the common carrier or other section of the act. 

Mr. Speaker, I ask unanimous consent to include the entire letter from the 
Commission to the chairman of our committee at the point where it was dis- 
cussed. 

The Speaker. Is there objection to the request of the gentleman from Cali- 
fornia? 

There was no objection. 

Mr. Wotverton. Mr. Speaker, I yield myself such time as I may desire. 

Mr. Speaker, I am in full accord with the statement made by my distinguished 
colleague from California [Mr. Hinshaw]. I suggested that he might state to 
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the House that he was authorized to say that I was in full accord with the views 
that he was expressing in order that we might conserve time. 

There is only one additional thought that I would express in connection with 
what has already been said, and that is the language to which he has already 
referred, namely, the definition and the interpretations thereof heretofore made 
will therefore remain unchanged. I was fearful that there might be an infer- 
ence in the language used that there was a concurrence in the decisions that 
have been previously made. I am not willing to agree that it carries that infer- 
ence. I think it has been clearly stated, however, that the intention is to leave 
the language as it is in the present law for the reason that it was most difficult 
to find language that would express what was in the minds of several of the 
conferees during the discussion. 

The CHatrmMan. Following the adoption of the McFarland Act in 
1952, the late Congressman Hinshaw introduced in the 83d Congress 
and again in the 84th Congress, bills providing that subscription TV 
shall be deemed a common-carrier service. 

In commenting on Mr. Hinshaw’s bills, the Federal Communica- 
tions Commission stated on May 6, 1954, that the question of whether 
subscription TV is included in the definition of broadcasting had 
never been definitely answered by the Federal Communications Com- 
mission or the courts. 

The Commission contended that the legislative history supported 
the view that the Commission may consider subscription TV as coming 
within the term “broadcasting” as defined in the act. 

When, on February 10, 1955, the Commission issued its notice of 
proposed rulemaking on subscription TV, it invited comments on the 
following questions of law: 

(1) Whether the Commission has the authority to authorize and 
regulate subscription TV operations; (2) whether subscription TV 
constitutes a broadcasting service, a common-carrier service, or some 
other type of service, and whether the Commission has the authority 
to permit subscription TV to employ channels assigned to television 
broadcasting; (3) if the Commission does not have author ity to au- 
thorize and regulate subser iption television, what amendments would 
be required in ‘order to permit the Commission to authorize and regu- 
late such a service. The Commission received extensive briefs on the 
questions of law propounded by the Commission contending both in 
favor of and against the Commission’s authority to authorize subscrip- 
tion television. 

I think it would be helpful to help make the record, if the notice 
of the proposed rulemaking of February 10, 1955, be made a part of the 
hearing. It will be included in the record at this point. 

(The document referred to follows:) 


Exuisit 2 
BEFORE THE FEDERAL COMMUNICATIONS COMMISSION, WASHINGTON, D. C. 
Docket No. 11279, February 10, 1955 


IN THE MATTER OF AMENDMENT OF PART 3 OF THE COMMISSION’S RULES AND 
REGULATIONS (RADIO Broapcast Services) To PROVIDE FOR SUBSORIPTION 
TELEVISION SERVICE 


NOTICE OF PROPOSED RULEMAKING 


1. Notice is hereby given of rulemaking in the above-entitled matter. 

2. The Commission’s present rules and regulations do not authorize subscrip- 
tion television operations. Television stations under our existing rules may 
not transmit programs for reception by the public on home receivers where 
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such programs can be received only by those members willing to pay a specified 
fee. The current general practice in the television field is the indirect payment 
for programs by advertisers. The purpose of this proceeding is to determine 
whether the Commission should amend its rules and regulations to authorize 
television stations to transmit programs paid for directly on a subscription basis. 

3. The successful operation of a subscription television system depends in 
large part on its ability to confine the reception to subscribers. A number of 
different methods for accomplishing this objective have been devised, and the 
Commission has during the past five-year period authorized the experimental 
testing of several systems. Data with respect to the results of these experi- 
mental operations has been made available to the Commission. These methods 
differ principally (1) in the manner of “scrambling” the picture so that when 
transmitted by the station it will be unusable by the general viewing public, 
and (2) in the manner of collecting payments for the programs received. Three 
subscription television systems have received experimental authorizations from 
the Commission. These are: “Phonevision,” developed by Zenith Radio Corpora- 
tion; “Subscriber-Vision,” proposed by Skiatron TV, Inc.; and “Telemeter,” 
advanced by International Telemeter Corporation. Phonevision contemplated 
the use of telephones lines to transmit the correcting signal to the home receiver, 
with the subscriber billed by the telephone company for the various programs 
ordered; however, work is being done on methods for providing the decoding 
signal without the use of telephone lines. In the “Subscriber-Vision” system, 
customers would purchase punch cards which, when inserted in the receiver, 
would actuate the decoding apparatus. Under the “Telemeter’ method, sub- 
scribers would pay for each program as it is viewed by means of a coinbox 
attached to the receiver which would actuate the decoding apparatus. 

4. Petitions for the authorization of subscription television have been filed 
by Zenith Radio Corporation, proponent’ of “Phonevision,” and Skiatron TV, 
Inc., proponent of “Subscriber-Vision.” In addition, petitions have been filed 
by a number of television licensees and permittees urging that rulemaking pro- 
ceedings be instituted looking toward the authorization of a subscription tele- 
vision service.’ 

5. The petitions presently before the Commission urge the authorization of a 
subscription television service. The petitioners submit that subscription tele- 
vision would open new vistas of entertainment and information to the industry 
by making available to the viewing audience programs that could not otherwise 
be broadcast by the various stations in light of operating economics or program 
restrictions. They urge that the quality of programs that would become avail- 
able under subscription television would enable UHF stations and nonnetwork 
stations to compete with VHF stations and network affiliates for a larger share 
of the television audience. The petitioners submit that where UHF stations 
can present high-quality programs, through the medium of subscription tele- 
vision, UHF set conversions would follow as a matter of course, thereby 
strengthening the status of the UHF. The petitioners allege that field tests 
of the various subscription television systems conducted during the past several 
years demonstate that a subscription television service is both technically feasi- 
ble and practicable; that such a service would not conflict with the present 
system of television broadcasting; and that a majority of the public would be 
willing to make direct payments of reasonable charges for the privilege of re- 
ceiving high-quality television programs of a type not currently available. In 
addition, some of the petitions presently before us urge that subscription tele- 
vision be limited for a time to UHF operations, or that they be limited to small 
markets. 

6. On November 29, 1954, Zenith Radio Corporation and Teco, Inc., filed a 
substitute petition concerning subscription television. Zenith and Teco now urge 
that the Commission (1) without further proceedings, declare that Section 3.682 
(transmission standards) and Section 3.687 (transmitters and associated equip- 
ment) do not prohibit subscription television by a commercial television station 
and will not be so interpreted or applied by the Commission where the trans- 
missions and transmitting equipment to be effected and used by a station have 





1Zenith Radio Corporation filed a petiiton on February 25, 1952, urging adoption of its 
Phonevision system. Skiatron TV, Inc., filed a petition on September 14, 1954, with 
respect to Subscriber-Vision. In addition, petitions by various existing television stations 
supporting the adoption of subscription television have been filed by Home News Publishing 
Company, Pennsylvania Broadcasting Company, Stamford-Norwalk Television Corp., Con- 
necticut Radio Foundation, Inc., Eastern Broadcasting Corporation, Big Spring Broad- 
casting Company, Appalachian Company, Northwest Television Company, Matta Enter- 
prises, Peoples Broadcasting Company, and Joseph Brenner. 
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been approved by the Commission upon specific application therefor by a com- 
mercial television licensee; or (2) that the Commission, without further pro- 
ceedings, declare that it will waive the above requirements in cases where, upon 
specific application by a commercial television station, the Commission has ap- 
proved transmissions and transmitting equipment designed to effect a system of 
subscription television; or (38) that the Commission, after “simplified and 
limited rulemaking proceedings,’ modify the above requirements so that the 
rules “expressly contemplate the rendition of subscription television service by 
conmercial television stations where such transmissions and transmitting equip- 
ment have been approved by the Commission upon specific application therefor 
by the holder of a commercial television station license.’ Mr. Harold E. Fel- 
lows, President of the National Association of Radio and Television Broadecast- 
ers (NARTB) submitted a letter dated January 4, 1955, in connection with the 
Zenith-Teco petition and, although not commenting on the merits of subscription 
television, urges that the Commission give this matter its consideration in a full 
rulemaking proceedings. On January 6, 1955, the Joint Committee on Toll-TV’ 
filed an Opposition to the Zenith-Teco petition, urging that “a full public hear- 
ing” be held on the substantive matters raised by the petition. 

7. The Commission does not believe that it would be appropriate at this time to 
authorize subscription television operations on a case-to-case basis as requested 
by Zenith Radio Corporation and Teco, Inc. The Commission feels that before 
it would adopt such a significant change as subscription television that the matter 
should be considered in a general rulemaking proceeding in which all phases of 
the problem may be afforded detailed and careful consideration. In response to 
the petitions submitted, the Commission is instituting a subscription television 
rulemaking proceeding, in order that all interested parties may have the oppor- 
tunity of submitting their views with respect to this matter and that the Commis- 
sion may be apprised of such views prior to taking further action. 

8. The Commission desires that the comments submitted in this proceeding be 
directed to the following questions and issues and present information and data 
with respect to the following aspects of subscription television : 


I. QUESTIONS OF LAW 


A. Whether the Commission has the authority under the Communications Act 
of 1934, as amended, to authorize and regulate subscription television operations. 

B. Whether subscription television constitutes “broadcasting” within the mean- 
ing of Section 3 (0) of the Communications Act of 1934, as amended; and if it 
is not “broadcasting,” whether subscription television constitutes a common car- 
rier or other type of service, and whether the Commission has the authority to 
permit subscription television to employ channels assigned to television 
broadcasting. 

C. If, under the Communications Act of 1934, as amended, the Commission does 
not have the authority to authorize and regulate subscription television, what 
amendments to the Act would be required in order to permit the Commission to 
authorize and regulate such a service? 

D. What rules and regulations of the Commission would have to be amended 
in order to permit the Commission to authorize and regulate subscription tele- 
vision operations? 

(Comments with respect to the foregoing questions of law should be submitted 
in the form of a brief or memorandum of law and should specify with clarity the 
provisions of law and legal precedents relied upon for authority.) 


II. QUESTIONS OF FACT 


Information and data should be submitted with respect to the following 
matters: 

A. Technical data relating to the operation of proposed subscription television 
systems, including information as to the complexity and the dependability of 
the equipment to be employed in the systems proposed. 

B. The extent, if any, of the degradation to the quality and character of the 
primary broadcast service, either monochrome or color, that would result from 
subscription television operations, as well as any interference that would be 


2The Joint Committee on Toll-TV is an association composed of the following organiza- 
tions: Allied States Association, Theatre Owners of America, Texas Drive-In Theatre 
Owners of Texas, Southern California Theatre Owners Association, the Kentucky Asso- 
clation of Theatre Owners, The Independent Theatre Owners Association of New York, and 
The Metropolitan Theatre Owners Association. 
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caused by such operations to other stations on the same channel, adjacent 
channels, or other pertinent frequencies. Information should be included relat- 
ing to any adverse effect that would be caused to receivers now in the hands of 
the public by subscription television operations. 

C. Data relating to the cost of equipment, including the cost of nécessary modi- 
fication of existing transmitters and receivers for subscription television opera- 
tions. 

D. Data with respect to the cost of the proposed subscription television service 
to the viewing audience. 

E. Information with respect to the means, methods, and organization to be 
employed by the proponents of subscription television systems in their use of 
the television broadcast frequencies, including complete information with respect 
to the plans and proposals of interested persons who intend to engage in sub- 
scription television operations. 

F. Information with respect to the needs of the television broadcasting indus- 
try for additional revenue and program resources that would become available 
through the medium of subscription television. 

G. Information relating to the extent that certain information, events and 
entertainment are now unavailable to the public over existing television broad- 
east facilities including the current trends in this respect, as well as the antici- 
pated capacity of subscription television to increase the use of television broad- 
cast frequencies as a medium for bringing such material to the public. 

H. Information relating to the anticipated nature and extent of the use of time 
on commercial television stations by subscription television operators. 

I. Information relating to the length of time anticipated to be required for 
establishing subscription television in existing markets. 

J. Information indicating who controls the patents on the devices to be used 
in transmitting and receiving equipment for subscription television ; and informa- 
tion with respect to the arrangements that will be employed for the licensing of 
such patents for the competitive manufacture of subscription television equipment. 

K. Inforation disclosing the role to be played by the motion picture industry 
in subscription television. 

L. Information disclosing the role to be played by the networks in subscription 
television. 

M. Information indicating who will control the production and distribution of 
programs to be employed in subscription television operations. 

N. Information indicating the types of programs that will be available for 
transmission on subscription television. 


III 


Questions and issues relating to public interest considerations to determine: 

A. Whether the authorization of subscription television and its regulation by 
the Commission would ‘“‘generally encourage the larger and more effective use of 
radio in the public interest” within the meaning of Section 303 (g) of the Com- 
munications Act of 1934, as amended. 

B. The impact that subscription television will have on advertiser-sponsored 
broadcasting. 

C. The effect that subscription television will have on the broadcast of news 
and the dissemination of diverse views on controversial issues; as well as the 
safeguards, if any, that will be required in order to insure that the broadcast 
of such information will continue to be available to the public without charge. 

D. The safeguards, if any, which would be necessary to insure that the public 
in all areas of the country will continue to be provided with well-balanced pro- 
graming without charge. 

EB. The safeguards, if any, that would be necessary to prevent the possible 
monopolistic control of subscription television operations. 

F, The means that should be provided, if any, to insure that subscription tele- 
vision service will be available to all stations on a nondiscriminatory basis. 

G. The nature and extent of regulation required in order to insure that the 
public interest would be served, both during the early stages of subscription 
television operations, and after the system has been established, particularly 
with respect to: 

1. Whether subscription television operations should be limited to a single 
system, or whether general standards should be provided within which a 
number of systems can operate. 
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2. Whether subscription television transmissions should be limited as to 
the number of hours or the segment of the broadcast day; whether such 
operations should be permitted on more than one station in a community; 
whether such operations should be limited in communities with only one 
station in operation ; etc. 

3. Whether subscription television should be limited only to UHF stations, 
or to stations in small markets. 

4. The rules, if any, that would be required to insure that the public 
would be protected from possible injury due to obsolescence of subscription 
television equipment. 

5. Any other amendments of the rules and regulations that would be re- 
quired to permit the operation of a subscription television service. 

9. Authority for issuing this notice is contained in Sections 4 (i), 301, and 
308 (a), (b), (e), (f), (g), (i), and (r) of the Communications Act of 1934, as 
amended. 

10. Any interested party desiring to file written comments with respect to 
the above matters should submit such comments on or before May 9, 1955. 
Comments in reply to the original comments should be filed on or before June 9, 
1955. In accordance with the provisions of Section 1.764 of the Rules, an 
original and 14 copies of all comments shall be furnished to the Commission. 
The Commission will specify in subsequent notices such further proceedings 
as may be necessary, including oral hearings and the time and nature of any 
demonstrations or tests. 

FEDERAL COMMUNICATIONS COMMISSION,® 
Mary JANE Morris, Secretary. 
Adopted: February 10, 1955. 
Released : February 11, 1955. 


SEPARATE COMMENTS OF COMMISSIONER HENNOCK 


The majority’s decision to undertake consideration of subscription television 
is, I think, salutary. Very basic considerations are involved for both the public 
and the industry in providing a new economic base for television. In view of 
this, I feel the Commission should hold a public hearing which would afford an 
opportunity for testimony by all interested parties. While this would not pre- 
clude the submission of briefs and written comments, it would provide the best 
means of obtaining all the data and information required for a sound decision, 
and would keep the public fully informed. 

The hearing should not only be heard promptly but should be expedited to 
as early a conclusion as would be consistent with the need to gather full infor- 
mation and afford all interested parties an opportunity to participate. A hearing 
would not delay but, on the contrary, would facilitate a reasonably prompt deci- 
sion by the Commission. The Commission could not arive at well-founded 
conclusions on so far-reaching and basic a change in American broadcasting 
methods, on the basis of written comments alone. Since hearings will be needed 
in any event, it would be preferable to hold them without delay and not to wait 
until after written comments are filed. 


The Cuatrrman. On April 10, 1957, the then Chairman of the Com- 
mission, Mr. McConnaughey, was reported to have made the following 
statement with regard to subscription television during an FCC panel 
discussion at an NARTB meeting in Chicago: 

I have difficulties in knowing just exactly what it is. I do not know. I 
cannot put it in the category of common carrier, quite, and still it is impressed 
with many of the attributes of what I consider a public utility. I think some 
place along the line the Commission is going to have to go to Congress. I think 
some place along the line possibly, if this is to come into fruition, Congress may 
have to take some definitive action with reference to pointing the way from the 
standpoint of such an operation. 

Prompted by this statement of the Chairman of the Commission, I 
addressed a letter on April 19, 1957, to Chairman McConnaughey, and 
to each of the members of the Communications Commission, propound- 


* See attached separate views of Commissioner Hennock. 
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ing eight questions to the Commission with regard to the powers of 
the Commission to deal with the problem of subscription V in the 
public interest. I assured the Commission that our committee stands 
ready to consider promptly any legislation which would grant to the 
Commission any additional powers which it might need to deal with 
subscription television in the public interest. 

I should like to include a copy of the letter of April 19, 1957, as a 
part of the hearing at this point. 

(The letter referred to follows :) 


EXHIBIT 3 
APRIL 19, 1957 
Hon. GEorGE C, McCONNAUGHEY, 
Chairman, Federal Communications Commission, 
Washington, D. C. 


My Dear Mr. CHAIRMAN: For some time our committee has been interested in 
the proposal which would authorize subscription television. We have been 
particularly interested in the consideration given by the Commission and its 
tentative decision recently for an experimental program. 

Your statement, according to the trade press, on a panel discussion at the 
NARTB convention in Chicago last week has prompted this letter in which I 
wish to raise some questions. You are quoted as sayin, ‘“‘We have difficulty in 
knowing just what it is; it’s not quite a common carrier, yet it has many at- 
tributes of a publie utility. I think some place along the line the Commission is 
going to have to go to Congress, and Congress is going to have to take some 
action in bringing this to fruition.” 

I think your reference as to the public utility nature is quite appropriate. 
The Communications Act apparently grants to the Commission adequate powers 
over a public utility of a common carrier nature, but it appears that the Con- 
gress has not provided for regulating a public utility which is not a common 
carrier. 

This omission is understandable in view of the fact that subscription television 
or some such system of a public utility nature was not at the time of the enact- 
ment of the act contemplated as a distinct possibility within the then foreseeable 
or immediate future, if, indeed, contemplated at all. 

I am familiar with the legislative history of the Federal Communications Act. 
I do not think it is consistent on the question of whether pay television was 
authorized. While Senator Dill expressed the belief that “Congress should not 
pass a law that prevents a broadcasting station from so equipping itself that 
people could not listen to its programs unless they had a certain kind of receiving 
set,” he also said “I think that immediately the listeners throughout the country 
would protest to the Commission against such actions under their licenses.” 

On the other hand, Congressman White, who had an active part in the legisla- 
tion, believed that the act did not grant authority for subscription television. 

Regardless of whether subscription television was, in fact, authorized under the 
broad grant of powers to the Commission, the fact remains that the Congress did 
not regard pay television at the time as of sufficient immediacy to warrant spelling 
out an adequate control mechanism as it did with reference to other public 
utilities, which were then in existence or under active contemplation, namely, 
common carriers. That fact interests me in your remarks in the panel discussion 
in Chicago as sound and timely. 

In view of this situation, a series of questions occurs to me which I would like 
to have answered and which I think would be of interest to our committee. 

(1) Section 1 of the Communications Act, in discussing the purposes of 
that act, begins with the following words: “For the purpose of regulating 
interstate and foreign commerce in communications by wire and radio so as 
to make available, so far as possible, to all the people of the United States a 
rapid efficient, nationwide, and worldwide wire and radio communication 
service, etc.” 

Section 303 (g) of the act, commands the Commission to “Study new uses 
for radio, provide for experimental uses of frequencies,” and generally 
encourage the larger and more “effective use of radio in the public interest ;:” 

Obviously, section 303, pertaining to the general powers of the Commission, 
is to be read consistently with section 1 which contains the purposes of the 
act. 


225: 
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I have no difficulty in considering subscription television as a new use of 
radio or televison. I would have no trouble in regarding it as an additional 
source of programing made available “to all the people of the United States” 
and a “larger and more effective use of radio in the public interest” if multi- 
plexing were so advanced that the viewer could take his choice between a 
free and a paid program, or if a closed-circuit to homes were used so that the 
viewer could continue to have free access to all the stations which he is 
accustomed to receiving and he could, in addition thereto, turn to another 
station by paying for the added program. Again, this could be achieved by 
the Commission requiring the building of a station which is not on the air as a 
condition precedent to a license, and this subscription television could be had 
without depriving the public of free television. The more programs are 
available, the greater the competition and the consequent benefits to the 
public. 

Where I find a considerable difficulty is when I think of what I and other 
Members of Congress will tell our constituents when they come home in the 
evening and find a channel upon which they once viewed a free program and 
find it blurred until they purchase a gadget of some sort and pay to see a 
program. I do not think there would be any public clamor if they were given 
an added source of programing without losing what they have. 

Conceivably, the particular station which has been “blocked off” the air 
could be quite successful in a financial way, if it got only 10 percent to 20 
percent of its former viewers to subscribe, but I would not say that this is 
making radio or television available “to all the people of the United States” 
if only 10 percent to 20 percent of the viewers could afford to pay for the 
program. I could hardly consider that a “larger and more effective use of 
radio in the public interest.” 

Except in the highly questionable or technical sense, that the station’s 
programs would be made available to all those who were able and willing 
to pay for them, how could subscription television be regarded as being made 
available to “all the people of the United States’ or “a larger and more 
effective use of radio in the public interest” in the case where an existing 
station’s free programs would be displaced in whole or in part by programs 
for the benefit of those only who could afford to pay for them? 

(2) From the legal viewpoint, the Commission cannot authorize a licensee 
to engage in subscription television for a longer period than the unexpired 
term of his license, at present for a maximum term of 3 years. Does that 
not mean that if the Congress extended the license period to 5 years, as the 
Commission has recommended in a bill pending before this committee, that 
the Commission could then authorize an experiment of 5 years’ duration? 

(3) It is obvious that substantial outlays of money will be involved in 
getting subscription television under way. A sponsor of pay television can- 
not reach a significant number of subscribers with the required gadgets, 
decoders, ete., unless a considerable amount of money is expended. No one 
will take that risk unless a sufficiently long period of time is allowed for him 
to recoup his losses. While in theory the Commission could grant a license 
to broadeast encoded messages subject to revocation at any time if the 
Commission discovered that subscription television were jeopardizing our 
system of free television or otherwise prejudicial to the public interest, the 
pressures upon the Commission will be strong to grant such a license 
unequivocally for a considerable period of time such as 2 or 3 years in order 
“to give pay television a real chance.” Experience has shown that even such 
a short period can create a situation from which it is difficult or prac- 
tically impossible for the Commission to extricate itself. I need but refer 
to the intermixture of VHF and UHF channels in 1952 and the chaos which 
followed for UHF in the intervening 2 or 3 years. The Commission found 
that all it could do was to deintermix on a very restricted basis and then 
only where rights had not been created, with one notable exception. While, 
technically speaking, no one has a vested right to a license, even the Com- 
mission recognizes the difficulty in taking an established station off the air 
or in converting it from a VHF to a UHF station. 

It is quite plausible to picture a situation where a handful of stations 
which are authorized to broadcast encoded programs would do so well 
financially that they would be able to sell their time for twice the amount 
for which they sold it before. The pressure from other broadcasters to get 
into the act could then become very pronounced Conceivably, these stations 
could cater to only the higher financial stratum of our people, as I have 
explained before. 
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Should this happen and networks were to go to their stockholders and 
point out to them that by remaining in free television we make X dollars, 
but were we to charge for our programs we could double or triple our profits, 
the pressures for subscription television could become intense and still the 
desires of the great majority of aur people could be flaunted. 

Supposing, in addition to all those considerations, the courts: were to 
rule that subscription television under the Communications Act is clearly 
not a common earrier and that, therefore, it comes under the broadcasting 
provisions of the act, could not the courts then rule that anyone who 
applies for a license to broadcast encoded programs and meets the require- 
ments exacted of those already authorized is entitled as a matter of right 
to such a license? Should this occur, the demise of free television as we 
know it today could be quickly accomplished and vested rights created 
before the Congress would be given an opportunity to remedy the situation. 

(4) Does the Commission feel that it has sufficient power through its 
licensees to control the conditions under which decoders or other gadgets 
are sold or leased to the public and to ensure that the purchasing public 
is put on notice that this is an experiment which can be terminated com- 
pletely at any time or within 2 or 3 years? 

(5) Does the Commission believe that it has adequate power through its 
licensees to ensure that the licensee maintains control over his programs 
and is free to carry programs from other sources than the particular 
sponsor of subscription television with whom he has a contract, which 
involves questions of distribution of decoders to prevent a monopoly and 
other problems? 

(6) Does the Commission feel that from the point of view of the harm 
to the publie it matters a great deal whether the rival systems of sub- 
scription television are allowed to carve out respective territories for exclu- 
sive use of their systems or whether the Commission determines which 
territory or area is to be the monopoly of a particular system? 

(7) Has the Commission determined the validity of the claim that sub- 
scription television can be distributed to homes more cheaply through a 
closed-circuit system in densely populated areas than through decoders or 
other systems? If that were true, this might present the more practical way 
of experimenting in subscription television in order to determine what con- 
tributions it can make as an additional source of programing without black- 
ing out a station offering free television on the air. While the densely 
populated area might not exactly correspond with the other congested areas 
where pay television would otherwise be tried, they might provide an ideal 
testing ground. 

(8S) [ presume that whatever the Commission does will be supported 
by a thorough discussion of all aspects of these problems and, particularly, 
of the legal aspects in the record before the Commission, such as matters 
pertaining to program production and schedules, the price to be paid by 
the public for installation and maintenance by dealers, the distribution 
of proceeds, administrative matters such as how and when the public can 
get decoders, who, in effect, will determine which licensees can get pay 
television and which cannot, ete. Will you please inform me of the num- 
ber of comments the Commission has received on this subject and, roughly, 
how many of these comments are serious and informative discussions by 
financially interested parties and how many are simply post cards. or 
brief letters from the public in general? 

You will recognize, I am sure, that the purpose of this letter is to commend 
you for your apt description of subscription television as a public utility and 
to respond to your suggestion that Congress will have to take some action in 
the matter. Your answer to the questions I have proposed will assist me and 
the committee in our thinking upon these problems. 

I conclude from your observations that the record before the Commission 
will contain ample and detailed evidence that the Commission has the legal 
power to contain and control this experiment in all of its various aspects or 
that you will, before launching it, come to Congress for the broad or specific 
powers in that regard which the Commission must have in order to protect the 
public interest. 

For my part, I assure you that our committee or a subcommittee thereof 
stands ready to consider promptly any legislation which would grant to the 
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Commission any additional power which is needed in the premises with all 
the dispatch which the nature of the subject matter requires and warrants. 
Sincerely yours, 
OREN HArRrIs, 
Member of Congress, Chairman. 


The Cuarrman. On May 23, 1957, the Commission issued a notice 
of further proceedings. In this notice, the Commission stated, without 
giving any basis for its conclusions, that it had the statutory authority 
to authorize the use of television-broadeast frequences for subscrip- 
tion-television operations. 

The notice of such turther proceedings will be made a part of the 
record at this point. 

(The document referred to follows :) 


ExHIBIT 4 
BEFORE THE FEDERAL COMMUNICATIONS COMMISSION, WASHINGTON, D. C. 
Docket No. 11279, May 23, 1957 


IN THE MATTER OF AMENDMENT OF PART 3 OF THE COMMISSION’S RULES AND 
REGULATIONS (Rapio BRoApDcAST STATIONS) TO PROVIDE FOR SUBSCRIPTION 
TELEVISION SERVICE 


NOTICE OF FURTHER PROCEEDINGS 


1. In our Notice of Proposed Rulemaking adopted February 10, 1955 (FCC 
55-165), we invited comments on proposals that the Commission authorize the 
use of frequencies allocated to television broadcasting for the transmission of 
programs in scrambled, unintelligible form under proposed systems calling for 
the payment of a charge by the viewer for the reception of such programs in 
unscrambled, intelligible form. 

2. We have received proposals for three different systems for the encoding and 
decoding of television signals: ‘“Phonevision,” sponsored by Zenith Radio 
Corporation and TECO, Inc.; “Subscriber-Vision,” sponsored by Skiatron Elec- 
tronics and Television Corporation and Skiatron TV, Inc.; and “Telemeter,” 
sponsored by International Telemeter Corporation. In this document we will 
use the general term “subscription television” to refer to all three of the fore- 
going systems, as well as to any other system which may be developed for the 
encoding and decoding of programs broadcast by television stations. 

3. Interested parties representing important segments of the television in- 
dustry, motion-picture distributors, the proponents of three different systems of 
subscription television, and others have formally submitted lengthy comments 
and reply comments in this proceeding. In addition, we have received many 
thousands of informal expressions of opinion in letters from numerous organiza- 
tions and members of the public—over 25,000-in-all. The volume of the record, 
the complexity of the issues, the fact that basic departures from established 
practice are involved, and the necessity for concentrating much of the time of 
the Commission and its staff during the past year on television-allocations 
problems have made it impossible, until now, to advance our continuing study 
of subscription television to a point where a decision could be reached concern- 
ing additional steps it would be desirable to take in this proceeding. 

4. The record discloses basic disagreement between parties who claim that 
subscription television would provide a beneficial supplement to the programming 
now available to the public and an increase of the financial resources available 
to support television, and parties who contend that it would seriously impair 
the capacity of the present system to continue to provide “free,” advertiser- 
financed programming of the present or foreseeable quantity and quality. The 
Comments filed to date have provided us with data and arguments which have 
furnished helpful assistance in our initial consideration of the questions of law, 
fact, and policy set out in the Notice of Proposed Rulemaking. Useful as they 
have been, however, the written submissions of the parties, taken alone, do not 
in our opinion provide a fully adequate basis for concluding either that the 
proposals in hand that we authorize subscription television should be denied, 
or that they should be granted by amending the Rules in such fashion as to open 
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the way for permanent nationwide subscription-television operations using the 
frequencies which have been allocated to television broadcasting. 

5. Since we propose to defer final conclusions until completion of the steps 
discussed in this Further Notice, we will not endeavor in this document to discuss 
the numerous questions here involved in detail but will mention briefly the 
principal matters which at this stage we think are of paramount importance. 
The additional proceedings contemplated in this Notice will be directed toward 
the specific questions which is our opinion remain unclear and on which we feel 
the need of additional information and study in order to afford us a sound basis 
for decision. 

6. The first group of questions raised in our Notice, designated as “Questions 
of Law,” concern the statutory power of the Commission to authorize subscription 
television, its proper classification as a broadcast or other type of service, and 
amendments which might be required to the Communications Act of 1934, as 
amended, or to the Commission Rules and Regulations. Several of the parties 
provided us with detailed memoranda of law on these questions which, together 
with separate researches by Commission staff, have enabled us to reach the con- 
clusion that the Commission has the statutory authority to authorize the use 
of television broadcast frequencies for subscription television operations if it 
finds that it would be in the public interest to do so. We believe this authority 
falls within the powers conferred on the Commission in the Communications Act 
for licensing the use of radio frequencies. 

7. We leave for future determination the related legal questions of whether 
subscription television would be properly classifiable as “broadcasting” within 
the meaning of Section 3 (0) of the Communications Act or whether it may be 
classifiable as some other type of service. Nor, in view of the steps contemplated 
in this Further Notice, is it necessary or desirable that we endeavor to reach 
final conclusions at this stage concerning the proper classification of subscription 
television. While we recognize the importance of settling this question, we 
believe that it would be premature to attempt to decide it until we have addi- 
tional information concerning the manner in which subscription television, if 
authorized, would operate in actual practice. 

8. While the three major proponents of subscription television have sketched 
in some detail, several proposed modes of conducting subscription television 
operations, some of the critical aspects of such operations are left for future 
determination. Since the classification of this novel type of service is in part 
dependent on the way it would actually operate in practice, we are not in a posi- 
tion to decide finally how to classify the proposed service until we can learn more 
about the techniques and methods which would be employed. We need more 
information than is available on the present record concerning the relationships 
between subscription program producers, distributors, community franchise 
holders, television stations, manufacturers and distributors of encoding and 
decoding equipment, and the public, and, in particular, concerning the role of the 
broadcasters, to whom the Commission issues licenses authorizing the use of 
television broadcast frequencies and whom the Commission holds responsible for 
the proper discharge of their responsibility to operate their stations in the public 
interest. 

9. We recognize that at the initial stage of rulemaking it was difficult for 
proponents of subscription television to specify precise plans of operation of a 
service which is not yet in being, and numerous aspects of which cannot feasibly 
be worked out and crystalized except in practice. At the same time it is not 
possible for us to make sound determinations concerning the classification of the 
proposed service, or to reach well-founded conclusions concerning its potential 
impact on the public and on the established system of television broadcasting on 
the basis of the information submitted so far . 

10. We recognize also that it is impossible to make a fully realistic assessment 
of an untried service such as subscription television without ample demonstra- 
tion of its operation in actual practice. The field experiments performed so far 
were too limited in scope and duration to disclose much more than an indication 
of the feasibility of the technical processes involved and the initial response of 
limited numbers of participating viewers. We believe that an adequate trial 
demonstration of subscription television in operation is indispensable to a 
soundly based evaluation of its acceptability to the public, its capacity to enlarge 
the selection of program fare, now or foreseeably, available under the present 
system, its significance as a possible additional source of financial support for 
continued expansion of the nation’s television services, its potential impact, 
beneficial or otherwise, on the established television system and its mode of 
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operation in actual practice. Since all of these matters bear on a decision as to 
whether the authorization of subscription television on a nationwide scale will 
serve the public interest, convenience and necessity, we think it is now timely and 
desirable to determine the conditions under which trial demonstrations of sub- 
scription television could properly be authorized. 

11. The question of field demonstrations of subscription television in itself 
poses problems and difficulties which are partly similar to, although in some 
respects different from, the problems which are associated with full scale nation- 
wide operation of subscription television. It would seem clear, on the one hand, 
that field demonstrations under highly circumscribed conditions and limitations 
would be unlikely to yield reliable indications of how subscription television 
would be likely to operate if labor authorized on a more general scale. On the 
other hand, we do not believe that we could at this stage justify the authorization 
of subscription television on an unlimited or general scale, even. for a prescribed 
trial period. It may be possible to avoid the objectionable results of either 
extreme by authorizing the conduct of field demonstrations of subscription tele- 
vision under conditions which will provide useful information on critical ques- 
tions we cannot resolve on the present record, but which will preclude subscrip- 
tion television operations of such scope and magnitude as to induct inordinate 
investment either by the industry or by the public in equipment and other costs 
necessary for a novel type of television service on which we must reserve final 
judgment. 

12. This brings us to the question of the basis upon which it may be useful 
and desirable to authorize the conduct of field demonstrations of subscription 
television. These questions involve a host of matters which have been lengthily 
debated in the comments submitted so far in this proceeding. They include, with 
particular reference to a trial period, the questions of whether subscription tele- 
vision operations should be confined to the larger markets, for example those 
with at least four stations, or in which at least four television services are avail- 
able; whether some maximum limitation should be placed on subscription pro- 
gramming in terms of hours per week, per day or per broadcast time segment, or 
in terms of some percentage of the participating station’s total broadcast hours 
per week; whether subscription television, as has been proposed by one of the 
proponents, should be limited to UHF stations with the possible exception of VHF 
stations in certain circumstances; whether subscription television operations in 
a particular market should be limited to a single system; whether a trial of any 
of the individual systems should be limited to a single station in any particular 
market or made available for participation of more than one station in an in- 
dividual market ; preservation of the broadcaster’s duty to retain control over the 
selection of material broadeast over his station, which is necessary to the proper 
discharge of his responsibilities as a licensee; and numbers of other related 
problems. 

13. Before it would be possible for the Commission to make decisions concern- 
ing the basis on which it may be desirable to permit field demonstrations of 
subscription television operations it will be necessary for us tg obtain more in- 
formation than is available on the present record concerning questions such as 
were briefly stated in the preceding paragraph. 

14. Therefore, in order to assist us in reaching decisions on the foregoing mat- 
ters, we have decided to afford an opportunity to television station licensees, 
sponsors of subscription television systems and any other interested parties to 
submit statements informing us as to their views on the following questions 
relating to a trial demonstration of subscription television : 

(1) The city or cities in which it may be desirable and feasible to conduct 
trial demonstrations. 

(2) Whether trial operations should be confined to a single station in any 
individual community; or whether more than one station could participate. 

(3) Whether a trial in any individual community should be confined to a 
single system; or whether it is proposed that more than one system be 
demonstrated in any individual community at the same time. 

(4) If known, the identity of the individual stations which it is proposed 
would broadcast subscription programs in each community where trial oper- 
ations would be conducted; and the basis for their selection. 

(5) The time required for the production, distribution, and installation 
of the necessary coding and decoding equipment, and commencement of sub- 
scription programming. 

(6) The minimum period of actual system operations necessary to a mean- 
ingful demonstration of the manner in which subscription television would 
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operate, and of the reaction of the public to this novel type of television 
service. 

(7) The approximate minimum and maximum numbers of subscribers 
during the trial run in each city where trial demonstrations are proposed. 

(8) Whether it is essential for a satisfactory trial demonstration of any 
proposed system that decoding equipment be sold or leased to the participat- 
ing subscribers, and the terms of such sale or lease. 

(9) The number of broadcast hours per week, and during the hours of 
6:00 P. M. to 11 P. M. on weekdays and 1: 00 P. M. to 11 P. M. on Sundays, 
which it is believed would be required for a meaningful trial demonstration 
of subscription television. 

(10) Whether it would be preferable to state such limitations as may be 
imposed on subscription broadcasts in terms of a maximum number of hours 
per week, per month, or per year, or in terms of some maximum percentage 
of the station’s total broadcast hours per week, month, or year. 

(11) A statement of the specific ways in which it is believed that the 
conduct of the proposed field demonstrations would assist the Commission 
in evaluating the effects, impact, benefits, and potential hazards or disadvan- 
tages of subscription television if it were subsequently authorized on a 
more general scale. 

15. While we believe that the information sought in the foregoing questions 
should be furnished primarily by any station licensees who may be interested 
in participating in trial demonstrations of subscription television and by other 
persons who would be associated in the operation, we will accept and consider 
comments on these matters by any other interest party. It is requested that the 
additional information be submitted in 14 copies on or before July 8, 1957. 

16. We cannot, of course, anticipate the extent to which the additional infor- 
mation may answer all the questions which we believe it is important to evaluate 
before making decisions concerning the authorization of trial demonstrations. 
In the event the additional information fails to clarify all of the important 
considerations we believe to be involved, we will then decide whether it would 
be desirable to conduct oral hearings on specific issues to be designated. 

17. Our immediate concern is to make sound determinations concerning the 
basis on which the Commission could authorize suitably controlled trial demon- 
strations of subscription television, as a means of ascertaining its potential 
impact and what amendments should be introduced in the Commission’s rules and 
standards if it were later determined, on the basis of trial experience, and after 
further proceedings, that it would be in the public interest to authorize sub- 
scription television on a permanent basis. 

18. It would, we think, be premature at this stage to attempt to determine 
whether, if subscription television were ultimately authorized on some general 
basis, it would be necessary or appropriate to establish standards which would 
eall for the use of a single system, or whether it would be appropriate to 
authorize the use of more than one system of encoding and decoding television 
signals. We do not believe that it will be possible to give adequate consideration 
to all the different questions involved in this matter unless the capacities, 
advantages and disadvantages of the respective systems which have already 
been proposed and of any others which may be proposed, could be suitably tested 

19. We believe that the steps contemplated in this Further Notice will also help 
in field demonstrations. 
to disclose and clarify any matters which it may be desirable to take up with 
Congress, including any amendments to the Communications Act which the Com- 
mission may find it necessary or desirable to propose to Congress. 

FEDERAL COMMUNICATIONS COMMISSION,’ 
Mary JANE Morris, Secretary. 

Adopted : May 23, 1957. 

Released : May 23, 1957. 


CONCURRING STATEMENT OF COMMISSIONER MACK 


The background and history of the proceedings in Docket No. 11279 are amply 
covered in this Notice. In my opinion, prior to any further proceedings in this 
docket the Commission should have resolved the basic question as to whether 
or not the authorization to licensees to broadcast a signal for which the public 
must pay a fee to receive is in the public interest. 


1 See attached Concurring Statement of Commissioner Mack. 
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However, a majority of the Commission feels that the resolution of the afore- 
mentioned question cannot be made without the further proceedings provided 
for in this Notice and I feel that this makes these further proceedings necessary. 


The Cuarrman. On May 23, 1957, the Commission replied to my 
letter of April 19, 1957, enclosing a copy of the aforementioned “Notice 
of Further Proceedings” and stating that at this time the Commis- 
sion was not in a position to answer the questions propounded by 
me. I think it would be helpful if that letter from the Commission 
would be made a part of the record. It will be included at this point. 

(The letter referred to follows :) 


EXxHIsit 5 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D.C., May 28, 1957. 
Hon. OREN Harris, 
Chairman, House Committee on Interstate and Foreign Commerce, 
Washington, D.C. 


Dear Mr. CHAIRMAN: This is in response to your letter of April 19, 1957, 
requesting a statement of the Commission’s views concerning eight questions 
relating to proposals for the use of television broadcast frequencies for sub- 
scription television. 

You will recall that several members of the Commission met with you on 
May 14, 1957, for a preliminary exchange of views with respect to the matters 
contained in your letter. Since that time, the Commission, in giving further 
consideration to this matter, has determined that a Notice of Further Proceed- 
ings in the pending subscription television proceeding (Docket No. 11279) 
should be issued. This Notice, a copy of which is attached is designed to advise 
the interested parties of the Commission’s determination that a trial demonstra- 
tion of subscription television may now be desirable and appropriate in the cur- 
rent proceedings, so that a sound decision may be reached as to whether the 
authorization of subscription television will serve the public interest, convience, 
and necessity. 

However, as indicated in the Notice, the question of field demonstrations in 
itself poses problems, in terms of the nature and scope of such demonstrations 
and the conditions under which they should be conducted. The objective is 
to obtain for the Commission the most useful information and data upon which 
it may base its conclusion in the matter. Accordingly, the Commission has 
requested the interested parties to submit statements informing us as to their 
views on specific questions relating to the conditions and factors which would 
govern the conduct of trial demonstrations of subscription television. 

With respect to the specific questions raised in your letter, the Commission 
feels that it would be premature at this time to attempt to state its views on mat- 
ters as basic to the proceeding as those presented by you. The Commission has 
not as yet, except to the extent indicated in the attached Further Notice, made 
any final determinations on several of the fundamental problems facing it in 
this proceeding and which were contained in the original Notice of Proposed 
Rule Making issued on February 11, 1955. It is our belief that the detailed 
information which we expect will be submitted in response to the Further Notice 
will be extremely pertinent and helpful in the resolution of these questions. 

More particularly, you will note that the information called for is of the 
very nature which is necessary for an adequate response to the policy questions 
raised in your letter of April 19,1957. In addition, such information should 
also enable the Commission to determine whether amendatory legislation is 
required and should be recommended to the Congress in connection with sub- 
scription television service. The Commission feels that its reply will be consid- 
erably more meaningful and useful to your Committee if it is based upon an 
evaluation of the specific data, information, and viewpoints of the parties sub- 
mitted in response to the enclosed Further Notice. 

We are, however, in a position to provide the factual information you request 
with respect to the volume of comments received by the Commission in the pro- 
ceeding in Docket 11279, as follows: 

“Will you please inform me of the number of comments the Commission has 
received on this subject and, roughly, how many of these comments are serious 
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and informative discussions by financially interested parties and how many are 
simply postcards or brief letters from the public in general?’ 

The major comments in the subscription television proceeding were filed by 
the following parties: 


Proponents of Subscription Television Systems: 
Skiatron Electronics & 
Television Corp. Skiatron TV, Inc. 
International Telemeter Corp. 
Zenith Radio Corporation 
Teco, Inc. 
Networks: 
ABC 
CBS 
NBO 
Associations: 
Joint Committee on Toll TV 
National Association of Radio & Television Broadcasters 
Equipment Manufacturers: 
Jerrold Electronics Corporation 

{n addition to the foregoing, briefer comments were filed by a number of 
VHF and UHF stations and by organizations including educational institutions 
and others. Informal letters expressing views pro and con have been received 
from over 28,000 members of the public. 

I trust that the foregoing will suffice, for the present, as a response to your 
letter. You may be assured that the Commission will keep your Committee 
advised of further developments in this proceeding and will, as expeditiously 
@s possible in the circumstances, respond to the matters raised in your letter 
following the recéipt and evaluation of the comments requested in the Notice 
of Further Proceedings. 

By Direction of the Commission, 
Grorce CC. McCONNAUGHEY, Chairman. 


(The “Notice of Further Proceedings,” referred to in the above 
letter, appears on p. 14.) 

The CuHarrman. On June 6, 1957, I addressed a letter to the then 
Chairman of the Commission pointing to the conclusions contained 
in the notice of further proceedings with regard to the legal authority 
of the Commission, and requesting specific information with respect 
to the basis for the Commission’s conclusions. A copy of that letter 
will be included at this point in the record. 

(The document referred to follows :) 


EXxHIbit 6 
JUNE 6, 1957. 
Hon. GreorGe C. MCCONNAUGHEY, 
Federal Communications Commission, 
Washington, D.C. 

My Dear Mr. CHAIRMAN: This is in reference to your letter of May 23, 1957, 
which was in response to my letter of April 19, 1957. In view of the information 
contained in your letter and in the attached Notice of Further Proceedings, I am 
coustrained to address this further communication to you. 

The Commission states that it has reached the conclusion that it has the statu- 
tory authority to authorize the use of television broadcast frequencies for sub- 
scription television operations if it finds that it would be in the public interest to 
do so, and that this authority falls within the powers conferred on the Commission 
in the Communications Act for licensing the use of radio frequencies. The Com- 
mission states further that these conclusions have been reached on the basis 
of detailed memorandums of law submitted by several of the parties in previous 
proceedings together with separate researches by Commission staff. 

In view of the importance of the question whether the Commission has the 
authority claimed by it, I shall greatly appreciate a statement from the Com- 
mission setting forth in detail the basis for the Commission’s conclusion that it 
has this authority. 

This seems particularly important in view of the Commission’s statements 
contained in paragraphs 7 and 19 of the notice that the Commission leaves for 
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future determination the question whether subscription television should be 
classified as “broadcasting” or some other type of service and that the Commis- 
sion may desire to take up with Congress any amendments to the Communications 
Act which the Commission may find necessary or desirable for the purpose of 
regulating subscription television in the public interest. 

These statements may lead some to the conclusion that the Commission claims 
in principle the general legal power to authorize subscription television, but 
that having authorized subscription television it may lack the specific powers to 
regulate subscription television (as a broadcast service or as some other type 
of service) in such a way that the public interest is protected. 

In view of the aforementioned statements of the Commission in its Notice of 
Further Proceedings, I believe that this committee, the Congress, and the public 
generally are entitled to have not only the Commission’s conclusions with regard 
to its authority in the field of subscription television, but also specific information 
with respect to the basis for the Commission’s conclusions. 

Sincerely yours, 
OREN HARRIS, 
Member of Congress, Chairman. 


The Cuatrman. On June 18, 1957, the Chairman replied to my let- 
ter of June 6, 1957, stating that the Commission had reached its con- 
clusions after reviewing a great deal of material presented to it, but 
that there was no formal opinion and that the Commission had not 
prepared and stated its legal conclusions in writing. 

This letter will be included in the record at this point. 

(The letter referred to follows :) 

EXHIBIT 7 
FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., June 18, 1957. 
Hon. Oren Harris, : 
Chairman, Interstate and Foreign Commerce Committee, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN Harris: Thank you for your letter of June 6, 1957, asking 
for the detailed basis for the Commission’s conclusion that it has authority 
on subscription television. 

The Commission reached the determination that it had such authority on the 
basis of reviewing a great deal of material presented to it. There was no formal 
opinion and the Commission did not prepare and state its legal conclusions in 
writing. We will assemble and prepare for you, however, a legal memorandum 
in connection with our authority on subscription television. 

The Commission is keenly aware of tht complexities and difficulties of this 
problem. We hope that any time you have any questions in connection with it 
you will not hesitate to let us know. 

Sincerely yours, 
GEORGE C,. MCCONNAUGHEY, Chairman. 

The Cuatrman. On July 1, 1957, I addressed a letter to the present 
Chairman of the Commission, the Honorable John C. Doerfer, refer- 
ring to his predecessor’s letter of June 18, 1957, expressing my amaze- 
ment over the admission that there was no formal opinion and that 
the Commission had not prepared and stated its legal conclusions in 
writing. 

I — out that in its notice of proposed rulemaking of Febru- 
ary 10, 1955, the Commission had propounded a number of detailed 
questions w ith respect to its statutory authority, and I expressed my 

opinion that the failure of the Commission to set forth in a formal 


: inion the basis for its then conclusions was a shocking disregard of 
16 rights of interested parties and the rights of the ceneral public 
as well. 
A copy of that letter will be included in the record at this point. 
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(The letter referred to follows :) 


ExuHIsIT 8 
JULY 1, 1957. 
Hon. JoHN C. DOERFER, 
Chairman, Federal Communications Commission, 
Washington, D. C. 


My DEAR CHAIRMAN DoerRFER: This is in reference to former Chairman Mc- 
Connaughey’s letter of June 18, 1957, which was in response to my letter of 
June 6, 1957. In my letter of June 6, I requested a statement from the Com- 
mission setting forth in detail the basis for the Commission’s conclusion that 
it has the statutory authority to authorize the use of television broadcast fre- 
quencies for subscription television operations. 

In his reply of June 18, former Chairman McConnaughey stated: 

“The Commission reached the determination that it had such authority on 
the basis of reviewing a great deal of material presented to it. There was no 
formal opinion and the Commission did not prepare and state its legal conclu- 
sions in writing. We will assemble and prepare for you, however, a legal 
memorandum in connection with our authority on subscription television.” 

I must confess that I am truly amazed over the admission that “there was 
no formal opinion and the Commission did not prepare and state its legal con- 
clusions in writing.” 

In its Notice of Proposed Rulemaking (docket 11279), adopted February 10, 
1955, the Commission propounded the following questions of law: 

“A. Whether the Commission has the authority under the Communications 
Act of 1934, as amended, to authorize and regulate subscription television 
operations. 

“B. Whether subscription television constitutes ‘broadcasting’ within the 
meaning of section 3 (0) of the Communications Act of 1934, as amended; and 
if it is not ‘broadcasting’ whether subscription television constitutes a common 
carrier or other type of service, and whether the Commission has the authority 
to permit subscription television to employ channels assigned to television broad- 
easting. 

“C, If, under the Communications Act of 1934, as amended, the Commission 
does not have the authority to authorize and regulate subscription television, 
what amendments to the act would be required in order to permit the Com- 
mission to authorize and regulate such a service? 

“D. What rules and regulations of the Commission would have to be amended 
in order to permit the Commission to authorize and regulate subscription tele- 
vision operations?” 

The Commission requested that comments with respect to the foregoing ques- 
tions of law should be submitted in the form of a brief or memorandum of law 
and that such comments should specify with clarity the provisions of law and 
legal precedents relied upon for authority. 

The fact that the Commission listed the foregoing questions of law in its 
Notice of Proposed Rulemaking, and requested interested parties to submit 
briefs on these points, indicates that in the opinion of the Commission substan- 
tial questions of law are involved in determining the scope of the Commission’s 
authority, if any, under the Federal Communications Act with respect to sub- 
scription television. 

In its Notice of Further Rulemaking, adopted May 23, 1957, the Commission 
propounds a number of specific questions on which the Commission is seeking 
information. In addition, however, the Notice of Further Rulemaking sets 
forth, without explanation, the Commission’s conclusions with regard to the 
questions of law raised in the Commission’s earlier Notice of Proposed Rule- 
making. In the Notice of Further Rulemaking the Commission states as 
follows: 

‘“* * * Several of the parties provided us with detailed memorandums of law on 
these questions, which, together with separate researches by Commission staff, 
have enabled us to reach the conclusion that the Commission has the statutory 
authority to authorize the use of television broadcast frequencies for subscrip- 
tion television operations if it finds that it would be in the public interest to 
do so. We believe this authority falls within the powers conferred on the Com- 
mission in the Communications Act for licensing the use of radio frequencies.” 

The Notice of Further Rulemaking. however, does not give any clue as to why 
and how the Commission reached this conclusion. 
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It seems to me that the failure of the Commission to set forth in a formal 
opinion the basis for its conclusion is a shocking disregard of the rights of in- 
terested parties and the rights of the general public as well. 

Furthermore, the Congress has a right to learn from the Federal Communi- 
oe Commission, which is an arm of the Congress, the basis for conclusions 

eached by the Commission with respect to authority which the Commission 
ann to have been delegated to it by the Congress. 

Finally, it would appear that the Commission’s failure to state the basis for 
its conclusions is a violation of the spirit as well as the letter of the provisions 
of the Administrative Procedure Act. 

The interested parties, the Congress, and the public are entitled to have the 
full Commission consider and formally adopt as a part of the rulemaking pro- 
ceedings in docket 11279, a statement of the legal basis for the conclusion 
reached by the Commission that it has the statutory authority to authorize 
the use of the television broadcast frequencies for subscription television opera- 
tions. The assembling and preparation for the chairman of this committee 
of a legal memorandum which is not formally a part of these proceedings would 
not appear to constitute a proper discharge of the Commission’s responsibilities 
in the instant proceeding. 

Sincerely yours, 
OREN Harris, 
Member of Congress, Chairman. 


The Cnarrman. Chairman Doerfer replied to my letter on July 3, 
1957, and transmitted a memorandum of law purporting to set forth 
the basis on which the Commission conciuded that it had the power 
under the Federal Communications Act of 1934 to authorize subscrip- 
tion TV. It is interesting to note that the memorandum of law trans- 
mitted with Mr. Doerfer’s letter, bears a notation “adopted July 3, 
1957.” 

In other words, the statement with regard to the basis of the Com- 
mission’s legal conclusion was adopted after the Commission’s formal 
announcement that it had reached the conclusion that it had the 
necessary statutory authority. 

The memorandum of law was adopted only, as far as I can see. 
after the call on behalf of the committee and the Congress for a de- 
tailed statement setting forth the basis for the Commission’s con- 
clusions. 

This letter and memorandum will be included at this point in the 
record. 

(The matter referred to follows :) 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., July 3, 1957. 
Hon. OreEN Harris, 
Chairman, Interstate and Foreign Commerce Committee, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN Harris: We are in receipt of your letter of July 1, 1957, 
with respect to the Commission's legal authority to authorize the use of tele- 
vision broadcast frequencies for subscription television operations, In this 
letter you express your amazement over the failure of the Commission to have 
issued a formal opinion with respect to its authority or to state its legal con- 
clusions in writing, presumably in its notice of further proposed rulemaking of 
May 23, 1957. 

We can only conclude from your letter that you have not been fully apprised 
of the current status of the subscription television proceeding. For the Com- 
mission has not issued any order which would authorize subscription television. 
Instead, it has issued a notice seeking further information with respect to the 
scope and nature of such experimentation as might be required to provide a 
fair test. 

Under these circumstances, while the Commission found it appropriate to ad- 
vise interested parties that it had reached a conclusion that it was empowered 
to authorize subscription television operations should they be determined to be 
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‘in the public interest, it was not felt necessary at this stage of the proceeding 
to publish a detailed analysis of the law and the reasoning behind the Com- 
mission’s legal conclusions. Since the objective of the further notice of pro- 
posed rulemaking of May 23, 1957, was solely to get factual information for 
use in determining the nature of any experimental operations, and since we did 
not desire at this time to receive further pleadings with respect to the basic 
legal questions involved, we were convinced that any such formal legal opinion 
at this time would have been both unnecessary and unwise. To the extent that 
such a formal statement might be required or appropriate upon a final deter- 
mination by the Commission as to whether a subscription television service 
should be authorized, our action on May 23, 1957, was, of course, without preju- 
dice to the issuance of such a subsequent opinion. 

In the light of the above, you will recognize that the statement by former 
Chairman McConnaughey that we were preparing for submission to you a legal 
memorandum with respect to the Commission’s authority on subscription tele- 
vision was not intended to serve as a substitute for any Commission statement 
which we might subsequently wish to include in any final report on the subscrip- 
tion television proceeding. Instead, it was intended to be submitted for your 
information in view of the interest expressed in your letter of June 6, 1957, with 
respect to this matter. We know of nothing in the law which makes it improper 
for us to prepare such a memorandum or to submit it to you as chairman of the 
House Committee having cognizance over Commission affairs. 

Accordingly, pursuant to the request contained in your letter of June 6, 1957, 
we respectfully transmit herewith a memorandum of law which states the basis 
on which this Commission concluded that it has the power under the Federal 
Communications Act of 1934 to authorize subscription television. 

Your letter of June 6 raises a separate question concerning the Commission’s 
power to “regulate” subscription television, as distinguished from the question 
of the Commission’s power to authorize the use of radio frequencies for such a 
service. Specifically, you suggest that certain statements made in our notice of 
further proceedings adopted on May 23, 1957, in the subscription television pro- 
ceeding (docket No. 11279). 

“* * * may lead some to the conclusion that the Commission claims in prin- 
ciple the general legal power to authorize subscription television, but that having 
authorized subscription television it may lack the specific powers to regulate 
subscription television (as a broadcast service or as some other type of service) 
in such a way that the public interest is protected.” 

The Commission’s views on this question could perhaps be clarified by a brief 
summary of the position we took in our notice of May 23 concerning the useful- 
ness of trial demonstrations of subscription television, and the different con- 
siderations attaching to limited trials as opposed to full subscription television 
operation on a general, or nationwide, scale. 

There is, in our view, no practical possibility of making a fully realistic 
evaluation, at this stage, of the potential impact, favorable or otherwise, of full- 
scale subscription television operations, or of the possible needs for controls, 
not available under the Communications Act of 1934, as amended, to insure the 
conduct of such full-scale operations in such manner as to safeguard the public 
interest. Nor, in our view, can a realistic evaluation of these matters be made 
without the benefit of adequate demonstration of the service in practice. As we 
stated in the notice, our final judgment concerning such use of broadcast fre- 
quencies must necessarily be reserved until we are in a position to base it on 
something more tangible than the sharply opposed claims of proponents and 
opponents about a service which is not yet in being, and about which many ques- 
tions must remain speculative until they are tested in practice. 

Accordingly, for the reasons set out in more detail in our notice, we have decided 
to concentrate our further proceedings at this stage on a study of the conditions 
under which it may be desirable to authorize trial subscription televsion opera- 
tions. To this end, the notice invites interested parties to consent by July 8, 1957, 
on a series of questions we raised concerning the conditions under which a mean- 
ingful trial demonstration could be conducted. In a subsequent further notice, 
a copy of which is enclosed, it was announced that reply comments will be accepted 
up to July 22. As we pointed out in the notice of May 23, it is important to avoid 
either of two extremes in considering the nature and proper scope of such trials. 
On the one hand it would be undesirable to limit them so narrowly as to preclude 
the possibilities for a fair trial. On the other hand, since our final decisions 
concerning the authorization of subscription television must be deferred until we 
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have the benefit of experience gained during trial demonstrations, it would seem 
desirable to avoid authorizing trials on a larger scale than appears necessary to 
obtain the needed data. 

Our studies to date have not disclosed the need of any additional statutory 
authority to enable the Commission to impose such conditions on trial operations 
as may be necessary to insure their conduct within limits which will protect the 
public interest. Since, however, this question may depend upon the nature and 
scope of the operations which will be needed for a meaningful demonstration of 
this novel type of service, we feel we should not endeavor to comment finally on 
this question until we have had an opportunity to consider the forthcoming com- 
ments and reply comments. If, contrary to our present expectations, we should 
find that safeguarding the public interest during a meaningful trial of subscrip- 
tion television would necessitate the exercise of regulatory powers not available 
to the Commission under the Communications Act, we would refer the matter to 
Congress. 

The question of the adequacy of the Commission’s regulatory powers presents 
different problems with respect to full-scale nationwide subscription television 
operations. We cannot determine, until after a reasonable trial period, whether 
the authorization of subscription television on some general scale would be in 
the public interest. Nor can we determine at this time the conditions which it 
may be necessary to impose ultimately on subscription television operations if 
their authorization on some general basis should be found to be in the public 
interest. Thus it would in our view be premature, at this stage, to attempt to 
ascertain whether amendments to the Communications Act would be required. 
Our conclusions on this score and our recommendations to Congress cannot be 
formulated realistically until trial operations shed more light on the probable 
impact, advantages, disadvantages, and possible abuses of a nationwide sub- 
scription television service, and lay a sound basis on which to determine the nature 
and extent of the conditions it may be desirable to impose on such a service. It 
is only in the light of conclusions in this regard that ihe adequacy of the regula- 
tory powers available under the present law or the possible needs for amendment 
of the Communications Act can be reliably determined. 

By direction of the Commission : 

JoHN C. DoerFeR, Chairman. 


MEMORANDUM OF LAW CONCERNING AUTHORITY OF THE FEDERAL COMMUNICATIONS 
COMMISSION To AUTHORIZE SUBSCRIPTION TELEVISION OPERATIONS 


The several proposals for subscription television on which the Federal Com- 
munications Commission is conducting a rulemaking proceeding (docket No. 
11279) raise the threshold question of whether the Commission has the author- 
ity under the Communications Act of 1934, as amended, to authorize the use of 
radio frequencies for a subscription television service. 

For the purposes of this Memorandum of Law the term “subscription tele- 
vision” is used to describe the broadcast or aural and visual portions of tele- 
vision programs in scrambled or encoded form which cannot be received in intel- 
ligible form except by the use of decoding devices attached to the television re- 
ceiver and the payment of a charge for the decoding process. 


THE STATUTE 


The Communications Act of 1934, as amended, like the Federal Radio Act of 
1927, contains neither express authorization nor express prohibition of the 
licensing of radio frequencies by the regulatory body for a subscription service. 

The Commission’s general powers to authorize the use of the radio spectrum 
by broadcast station licensees are found principally in sections 301, 303, and 307 
(a) of the Communications Act. The italicized portion of the following excerpts 
appear to be relevant to the jurisdictional question under consideration in 
this memorandum [the italic is supplied]: 

“Section 301 states in relevant part: ‘It is the purpose of this Act, among 
other things, to maintain the control of the United States over all the channels 
of interstate and foreign radio transmissions; and to provide for the use of such 
channels, but not the ownership thereof, by persons for limited periods of time, 
under licenses granted by Federal authority.’ ” 

Section 303, in relevant part, empowers and directs the Commission “as public 
convenience, interest, or necessity requires” to: 

“(a) Classify radio stations ; 
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“(b) Prescribe the nature of the service to be rendered by each class 
of licensed stations and each station within any class ; 

“(c) Assign bands of frequencies to the various classes of stations, 
and assign frequencies for each individual station and determine the power 
which each station shall use and the time during which it may operate; 

“(d) Determine the location of classes or stations or individual stations ; 

“(e) Regulate the kind of apparatus to be used with respect to its ex- 
ternal effects and the purity and sharpness of the emissions from each 
station and from the apparatus therein ; 

“(f) Make such regulations not inconsistent with law as may deem neces- 
sary to prevent interference between stations and to carry out the provisions 
of this act * * *; 

“(g) Study new uses for radio, provide for experimental uses of fre- 
quencies, and generally encourage the larger and more effective use of radio 
in the public interest.” 

Section 307 (a) provides: “The Commission, if public convenience, interest, 
or necessity will be served thereby subject to the limitations of this Act, shall 
grant to any applicant therefor a station license provided for by this Act.” 

The broadcast licensing powers of the Commission deriving from the fore- 
going excerpts from the Communications Act are qualified in certain respects 
by specific limitations legislated in express provisions of the law. For example, 
Section 310 (a) provides, in substance, that station licenses shall not be granted 
to or held by aliens, foreign governments, or corporations organized under 
the law of any foreign government. Section 311 prohibits the grant of a sta- 
tion license to any person whose license has been revoked by a Court under Sec- 
tion 303 relating to application of antitrust laws to Commission licensees. Sec- 
tion 315 lays down the familiar requirements of equal opportunities in the use of 
broadcast facilities by candidates for public office. Section 317 requires that 
all matter broadcast by any raido station for which service money, or any other 
valuable consideration is directly or indirectly paid, or promised to or charged 
or accepted by, the station so broadcasting, from any person, shall, at the time 
the same is so broadcast, be announced as paid for or furnished, as the case 
may be, by such person. Section 325 (a) prohibits broadcasting stations from 
rebroadcasting programs of other broadcasting stations without express au- 
thority from the originating station. Section 325 (b) requires that prior au- 
thorizataion be obtained from the Commission for transmission of programs from 
a broadcast studio located in the United States to a station located in a foreign 
country for broadcasting from such foreign station if broadcasts from the 
foreign station may be consistently received in the United States. Section 326 
prohibits censorship by the Commission of any radio communications, including 
broadcasts. 

The foregoing examples illustrate the Congressional practice of legislating 
in specific terms the limitations Congress desired to impose on the Commission’s 
general power to license the use of radio frequencies. Apart from such specific 
limitations as the foregoing, Congress has laid down the general requirement 
that as a condition to the issuance of licenses authorizing the use of radio 
frequencies, the Commission determine that the public interest, convenience or 
necessity would be served thereby. Thus, the authorization of subscription 
television would be subject to the requirement of such a finding. There appears 
to be no other language in the statute suggesting Congressional intent to limit 
further or to prohibit authorization by the Commission of subscription radio 
or television operations. 

The bare language of the statute must be read, however, in the context of 
the history of broadcasting and the circumstances of the industry at the time the 
relevant portions of the statute were enacted. 


LEGISLATIVE HISTORY 


There is little in the legislative history of the Communications Act of 1934, 
or any of the amendments thereto which casts light on Congressional intent 
relating to the powers of the Federal Communications Commission to authorize 
the use of radio frequencies for subscription programing involving the encoding 
of broadcast signals and the payment of a charge incidental to the reception of 
subscription programs in intelligible form. Congressional debates and actions 
relating to the predecessor Radio Act of 1927 do, however, make some direct 
reference to the question. Since the relevant portions of the Communications Act 
of 1984. constituted virtual reenactment of provisions of the earlier law it is 
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appropriate to consider the legislative history of the earlier Act in this respect, 
particularly since there had been no change between 1927 and 1934 in the uni- 
versal practice of transmitting broadcast programs in the clear and their recep- 
tion by the radio audience without the payment of any fee or charge. 

In these circumstances the legislative history of the Radio Act of 1927 may 
be usefully studied with a view to determining whether Congress intended that 
the established universal practice of the broadcast industry of relying on 
advertising revenues and of broadcasting programs which could be received free 
of charge to the viewer, theretofore a voluntary practice, become mandatory 
under the 1927 statute. 

It seems clear that so-called “free” broadcasting was not mandatory prior to 
1927. The limited powers of the Secretary of Commerce under prior laws were 
inadequate even for the enforcement of the terms of licenses issued by him 
designating the frequencies on which licensees were to operate. A careful review 
of the legislative history of the Radio Act of 1927, however inconclusive it may 
be in some respects, gives little support to the theory, put forward by some parties 
to the Commission’s subscription television proceeding, that Congress intended to 
prohibit authorization by the Federal Radio Commission of subscription radio. 
In light of the legislative history, which is briefly summarized in this Memor- 
andum, it appears unlikely that if such had been the intent of Congress, it would 
have relied upon merely inferential limitations on the otherwise broad powers 
conferred on the Commission. As will be seen, the question of subscription radio 
was debated and was the subject of certain Congressional actions. Yet, the 
legislation as finally enacted contained no language specifically prohibiting sub- 
scription radio, while express limitations were laid down in relation to other 
matters, already mentioned, in which Congress intended to limit the otherwise 
broad licensing powers conferred on the Commission. 

The record of public utterances on this subject by interested Senators and 
Representatives does not reflect a unanimously held view that under the pending 
legislation which subsequently became the Radio Act of 1927 the Commission 
would have the power to authorize subscription radio. The record does however, 
indicate that most of the legislators who commented on the question believed that 
it would. Senator Dill, sponsor of the Senate Bill and Chairman of the Confer- 
ence Committee which reported the legislation, made several statements which 
clearly indicated that he understood the legislation as not prohibiting the 
authorizing of subscription broadcasting. During a debate on the Bill on the 
Senate Floor in response to a question by Senator Walsh of Massachusetts as to 
whether anything in the bill would permit “the charging of a fee to listeners-in 
when messages are broadcasted”, Senator Dill stated: 

“Mr. President, in the first place, this bill provides that the Commission shall 
have authority to regulate the type of transmitting apparatus as to its external 
effect, so that the Commission would have the power to permit or prohibit the 
use of such apparatus if it so desired, but 1 want to say to the Senator that, in 
my judgment, Congress should not pass a law that would prevent a broadcasting 
station from so equipping itself that people could not listen to its programs unless 
they had a certain kind of receiving set. In other words, if a broadcasting 
station wants to select its clients by selling a certain kind of receiving set or 
attachments for sets, I do not know any reason why the Congress of the United 
States should prevent it from engaging a telephone company or movie house 
from preparing something and not allowing anybody to enjoy it or hear it 
except by their paying a fee” (68 Cong. R. 2880-2881). [Italic supplied. ] 

In reply to another question by Senator Walsh, Senator Dill stated: 

“Why, if one presents a program, should he not be paid for it? 

“Let me say to the Senator that in most countries people are not permitted to 
have radio free * * * But here in the United States we have built up a free 
system of broadcasting and reception and it has thrived * * * I do not believe 
with the condition existing that any broadcasting station can hope to prosper if it 
attempts to set up a method by which it would charge the listener-in; but IT know 
of no reason why Congress should interfere with that kind of private business 
any more than it should interfere with any other kind of private business.” 

Senator Dill made a similar statement in reply to queries by Senator Copeland 
of New York. 

Senator Pittman of Nevada criticized the bill because: “It admits that, under 
the bill, broadcasters have the authority and power to charge for listening in” 
(68 Cong. R. 4109). The bill was similarly interpreted by Representative Davis 
of Tennessee and Representative Nelson. 
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The Record indicates, on the other hand, that at least one legislator did not 
understand the pending legislation as conferring authority upon the Commission 
to authorize subscription broadcasting. In a reply to a question by Representa- 
tive Nelson of Wisconsin, then Representative White of Maine stated “The legisla- 
tion gives no such authority * * *” (68 Cong. R. 2580). 

A Bill (H. R. 1687, 69th Cong., 2d sess.) introduced by Representative Bloom of 
New York, which would have prohibited a charge to radio listeners, appears to 
reflect an assumption on Congressman Bloom’s part that the legislation as it 
stood did not bar Commission authorization of subscription broadcasting. This 
Bill, however, died in Committee. 

During the pendency of the Senate Bill which was subsequently enacted as 
the Radio Act of 1927, an amendment was introduced which would have author- 
ized the Commission to control charges to listeners. This amendment was 
stricken in conference. It would seem quite clear that the amendment was 
predicated on an assumption that the legislation permitted the authorization of 
broadeast operations involving a charge to listeners. The fact that the amend- 
ment was stricken in conference evidently reflected an intention to leave to the 
diseretion of licensees the amount of any charge to listeners for the reception of 
radio programs. 

In examining the legislative history of the Radio Act of 1927 it is relevant to 
note that the attention of Congress was directed primarily to the problem of 
regulating the radio industry in terms of its customary mode of operation, and 
that at that time, as now, advertising revenues constituted the established source 
of financial support for the industry. This is not to say, however, that Congress 
intended to make the current financial practice of the industry mandatory. Such 
an interpretation receives no support in the express language of the statute, and 
seems hardly tenable in view of the fact that some attention, although limited, 
was given the question of possible charges for the reception of radio programs. 

By the time the Federal Communications Act of 1934, was enacted there had 
been no change in the universal practice of financing broadcast operations by 
selling time to advertisers, a fact which presumably explains the lack of attention 
to the question of subscription broadcasting during the debates on the new statute. 
Since 1934, a number of Bills have been introduced in Congress, including H. R. 
586, introduced during the current session by Representative Celler of New York, 
which would operate to prohibit authorization of broadeast frequencies for sub- 
scription television. It is understood that none of these Bills have been reported 
out of Committee. Their introduction appears to reflect an assumption on the 
part of the sponsors that in the absence of some such specific prohibition, the 
Commission is not barred under the provisions of the present statute from 
authorizing subscription television operations, provided of course the basic 
requirement of a finding that subscription television service would be in the 
public interest, is met. 


CLASSIFICATION OF SUBSCRIPTION TELEVISION 


The Radio Act of 1927, contained no definition of broadcasting. The present 
Act, in Section 3 (0) defines “Broadcasting” as “the dissemination of radio 
communications intended to be received by the public, directly or by the inter- 
mediary of relay stations.” Section 3 (h) of the Act defines “common carrier” 
or “earrier” as “any person engaged as a common carrier for hire, in interstate 
or foreign communication by wire or radio or interstate or foreign radio trans- 
mission of energy, except where reference is made to common carriers not 
subject to this act; but a person engaged in radio broadcasting shall not, insofar 
as such person is so engaged, be deemed a common carrier.” [Italics supplied.] 
Thus, under the statute, broadcasting and common carrier services are mutually 
exclusive classifications. 

A number of parties to the subscription television proceeding (docket 11279) 
have submitted contradictory views concerning the question of whether sub- 
scription television is properly classifiable as a broadcast service, a common 
carrier service or some other kind of service not specifically defined in the Act. 
The various views on this question are not discussed in this Memorandum, the 
scope of which is limited to the question of whether the Commission has juris- 
diction to authorize subscription television. It is well established that the 
Commission has the power to authorize the use of broadcast frequencies for 
nonbroadecast radio services. Thus, the question of whether subscription tele- 
vision falls within or outside the scope of “broadcasting” as defined in Section 
3 (0) of the Act is not controlling on the question of Commission jurisdiction. 
An example is furnished by the Commission’s action authorizing FM stations 
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under stated conditions to render what is called a functional music service 
which is primarily nonbroadecast in nature and which is furnished to subscribers 
under contracts with FM stations calling for the payment of a charge for the 
service. 

The question of the possible classification of subscription television as “‘broad- 
casting’ shall be examined not only in the light of the definition in section 
3 (0), but also in relation to the implications deriving from other sections of 
the Act relating to broadcasting, including sections 315, 517, 825, 326 and 605. 
A brief statement of the contents of these sections, with the exception of section 
605, is set out on page 2 of this memorandum. Section 605 excludes broadcast 
communications from the general prohibition of unauthorized publication of 
interstate or foreign communications by wire or radio. 

In its Notice of Further Proceedings in the subscription television docket the 
Commission stated: 

“We leave for future determination the related legal questions of whether 
subscription television would be properly classifiable as “broadcasting” within 
the meaning of Section 3 (0) of the Communications Act or whether it may 
be classifiable as some other types of services. Nor, in view of the steps con- 
templated in this Further Notice, it is necessary or desirable that we endeavor 
to reach final conclusions at this stage concerning the proper classification of 
subseription television. While we recognize the importance of settling this 
question, we believe that it would be premature to attempt to decide it until 
we have additional information concerning the manner in which subscription 
television, if authorized, would operate in actual practice.” 

Adopted: July 3, 1957. 

The Cuarrman. On September 18, 1957, the Commission announced 
that it would accept for consideration applications from present or 
proposed TV stations requesting authorization to conduct trial sub- 
scription TV operations, but that applications would not be acted upon 
prior to March 1, 1958. 

This announcement on the part of the Commission prompted a 
statement on my part that the Committee on Interstate and Foreign 
Commerce would hold hearings on the subject shortly after C ongress 
reconvened, and that the chairman and members of the Commission 
would be invited to inform the committee on developments involving 
subscription TV. 

This statement with reference to the announcement of the hearings 
will be included at this point in the record, so that we might have 
the final recommendations. 

(The statement referred to follows :) 


ExuHtisir 10 
FEDERAL COMMUNICATIONS COMMISSION, WASHINGTON, D. C. 
Public notice G 
COMMISSION INSTRUCTION IN DocKET CASE 


REPORT NO. 18, SEPTEMBER 18, 1957 


The Commission, at a special meeting on September 18, directed preparation 
of a document looking toward acceptance and consideration of applications from 
present or proposed television stations requesting authorization to conduct trial 
subscription TV operations on a limited basis, for a period of 3 years, subject 
to the furnishing of pertinent detailed information and controlled conditions to 
be set forth in the document (docket 11279). Applications will not be acted 
upon prior to March 1, 1958. This action does not constitute a commitment that 
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any applications will be granted nor does this action constitute adoption of a 
final order. (Commissioner Hyde voted “No” on the approval of this notice ; 
Commissioner Bartley dissented ; Commissioner Ford abstained from participa- 
tion. ) 


SEPTEMBER 20, 1957. 
OREN HARRIS—SUBSCRIPTION TELEVISION 


Congressman Oren Harris (Democrat, Arkansas), chairman of the House 
Committee on Interstate and Foreign Commerce, announced today that the 
committee will hold hearings on subscription television shortly after Congress 
reconvenes in January 1958, and that the Chairman and members of the Federal 
Communications Commission will be invited to inform the committee of all de- 
velopments involving subscription television. A definite date for these hearings 
will be announced before the convening of the Congress. 

After hearing the Commission the committee will decide what action to take 
on legislation dealing with subscription television. 

Congressman Harris stated that the announcement of committee hearings was 
prompted by the public notice issued by the Federal Communications Commis- 
sion on September 18, 1957, that the Commission will accept for consideration 
applications from present or proposed television stations requesting authoriza- 
tion to conduct trial subscription TV operations “on a limited basis, for a period 
of 3 years,” but that applications would not be acted upon prior to March 1, 1958. 

He stated that he had analyzed carefully the Commission’s notice of Septem- 
ber 18, and that it seemed tantamount to a postponement until March 1, 1958, 
at the earliest, of any authorization for the operation of subscription television. 

Congressman Harris pointed out the continuing interest of the Committee on 
Interstate and Foreign Commerce in the subject of subscription television and 
referred to several letters that he had addressed to the Commission raising 
questions with respect to the Commission’s statutory authority to authorize 
the operation of subscription television. 

The chairman called attention to the fact that the Commission’s memoran- 
dum of law concerning authority of the Federal Communications Commission to 
authorize subscription television operations was adopted by the Commission only 
on July 3, 1957, almost 2 months after the Commission in its notice of further 
proceedings determined that it had the statutory authority to authorize the 
operation of subscription television, and only after, in a letter dated June 6, 
1957, he had requested the Commission to set forth the basis for its conclusions 
with regard to its alleged authority. 

Congressman Harris indicated that the committee will analyze carefully the 
document which the FCC directed to be presented setting forth the terms and 
conditions under which trial authorizations for the operation of subscription 
television would be granted. The committee will also desire to scrutinize care- 
fully the information which will be contained in any application which the FCC 
might receive for the operation of subscription television. The information 
which the applicants are expected to furnish will, of course, be of great im- 
portance in determining whether or not the authorization of experimental sub- 
scription television will be in the public interest and whether such experimental 
operations will be conducted in a manner which will not jeopardize existing 
free broadcasting services. 

Congressman Harris emphasized that he was keenly aware of the great re- 
sponsibility of the Committee on Interstate and Foreign Commerce with regard 
to the question of subscription television, and he reiterated that the committee 
would continue to discharge as it had in the past this responsibility by keeping 
completely informed with regard to the actions of the FCC, and by giving careful 
consideration to the need for further legislation dealing with subscription tele- 
vision in a manner designed to protect the public interest. 
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The Carman. Finally, on October 17, 1957, the Commission 
issued a document setting forth the terms and conditions under which 
it would consider g -anting authorizations for trial subscription TV 
operations. This document restates and amplifies the iualaie of 
law contained in the memorandum of law adopted by the Commission 
on July 3, 1957. 

It is interesting to note that the Commission admits that the Fed- 
eral Communications Act— 


makes no specific mention of subscription TV which can be construed as a 
direct authorization or prohibition of such a service— 


and the Commission comments on this circumstance as follows: 


It was not possible when the legislation was enacted, any more than it is 
now, to foresee all possible developments in the use of the radio spectrum. 

A little later in this document the Commission points to certain 
specific limitations legislated in express provisions of the law which 
qualify the broad licensing powers of the Commission” and the Com- 
mission refers to the fact that the act prohibits issuance of licenses 
to aliens, foreign governments, or corporations organized under law 
of any forei “government, or to any person whose license has been 
revoked, anc to sundry other limitations contained in the Com- 
munications Act. 

These provisions in the opinion of the Commission constitute ex- 
amples illustrating— 


* 


The congressional practice of legislating in specific terms the limitations Con- 
gress desired to impose on the Commission’s general power to license the use 
of radio frequencies. 

The Commission then points out that the Communications Act does 
not contain any language limiting or prohibiting authorization by 
the Commission of subscription television operations similar to the 
limitations and qualifications enumerated in the act with regard to 
aliens, foreign governments, and so forth. In other words, in the 
same breath, the Commission states that the Congress could not have 
foreseen, when the Communications Act was enac ted, all possible de- 
velopments in the use of the radio spectrum, including the use of 
spectrum for subscription TV operations. 

The Commission then turns around and claims that the absence of 
any specific prohibition in the act with regard to subscription TV 
operations proves conclusively that Congress meant to give the power 
to the Commission to authorize subscript ion TV operations. 

This first report, dated October 17, I think, should be made a 


part of the record, and will be included : at this point. 
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(The document referred to follows :) 


Exuisir 11 


BEFORE THE FEDERAL COMMUNICATIONS COMMISSION, WASHINGTON, D. C. 
Docket No. 11279 


IN THE MATTER OF AMENDMENT OF Part 3 OF THE COMMISSION’S RULES AND 
REGULATIONS (Raprio BROADCAST SERVICES) TO PROVIDE FOR SUBSCRIPTION 
TELEVISION SERVICE 

CONTENTS 


Topic 
Introduction. 
The Present Proceeding. 
The Proposals. 
The Parties. 
Questions of Law. 
The Statute. 
Legislative History. 
Classification of Subscription Television. 
Other Questions of Law. 
Public Interest Considerations. 
Conditions of Trial Operations. 
Trial Cities. 
Eligibility of Both VHF and UHF Stations. 
Applications. 
Systems. 
Scope of Trial Operations. 
Non-Exclusivity. 
Public Service Responsibility of Station Licensees. 
Commencement of Operation. 
Period of Trial. 
Renewal of Authorizations. 
Minimum Hours of Non-Subscription TV Broadcasts. 
Charges, Terms, and Conditions of Service. 
Reports. 
Rules Applicable to Subscription Television Operations. 
Information to be Submitted by Applicants. 
Action on Applications. 
Conclusion. 


FIRST REPOR'I 


By the Commission: Commissioner Bartley dissenting and issuing a state- 
ment; Commissioner Mack concurring and issuing a statement; Commissioner 
Ford not participating. 

INTRODUCTION 


1. The essential question before us in this proceeding is whether television 
station licensees should be authorized to transmit programs whose reception 
by the public in intelligible form would require the payment of a charge. 

2. Our standard of judgment is the broad statutory criterion of “the public 
interest”. Our task is to determine whether the public interest would be served 
by authorizing this new kind of service. 

3. In making our decision we are, at this stage, unaided by any meaningful 
demonstrations of the service in operation. Nor are there available to the 
Commission precise blueprints of the manner in which the operation would be 
conducted. The proponents indicate that it is difficult to elaborate further on 
the basic proposals already submitted until an announcement is made of the 
conditions under which subscription television operations would be permissible, 
thereby affording interested segments of the industry an opportunity to for- 
mulate specific plans, and negotiate detailed business arrangements and con- 
tracts which would govern the conduct of the operation. What is more, the 
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need to adapt initial methods in the light of experience as it is progressively 
gained, is said to justify, and in fact necessitate, flexibility in the initial opera- 
tions. Thus, in circumstances which offer no fixed guideposts either in past 
experience or in crystallized future plans, the Commission is called upon to 
rule on petitions to permit a service about which proponents and opponents 
have urged the most widely divergent views, in a debate which has necessarily 
been conducted more on the ground of potential implications of the service 
than on the basis of demonstrable facts. 

4. Proponents, claiming large benefits to the public from the introduction 
of a broad new financial base and added programming resources into television 
broadcasting, urge the immediate, definitive authorization of subscription broad- 
casting by television stations, with a minimum of restricting conditions. Op- 
ponents, raising the spectre of a gravely impaired free television service, insist 
that the only proper course for the Commission is to forbid the service or to 
refer the question to Congress. 

5. We believe the proper course for the Commission does not lie at either 
extreme. Having concluded that the Commission has jurisdiction in the 
matter, we can find little justification for either carte blanche authorization of 
the use of broadcast frequencies for an untried service of this kind or, on 
the other hand, for refusal by the Commission to afford a suitable opportunity 
for subscription television to demonstrate its capacity to render a useful serv- 
ice; for the public to appraise its desirability and register its reaction—favor- 
able or otherwise—to what that service may have to offer; and for the Com- 
mission to determine what legislative recommendations it may be desirable to 
submit to Congress concerning the appropriate methods for regulating the 
service, in the event a trial indicates it should be permitted on a continuing 
basis. 

6. We are taking action at this time because this Commission is responsible, 
under both the Communications Act and the Administrative Procedure Act, 
for acting on the proposals before us, and in our opinion further delay in reach- 
ing our decision would not be consistent with our duties. 

7. Our review of the record and a painstaking study of the numerous issues 
it presents have led us to the conclusion that our responsibilities can best 
be discharged by opening the way to the consideration of applications by tele- 
vision station licensees for authorization to conduct subscription television oper- 
ations within the limitations laid down herein. Our decision in each case will 
be governed by whether the specific operation proposed meets the stated require- 
ments and in our judgment would serve the objectives set out in this Report. 


THE PRESENT PROCEEDING 


8. This proceeding was initiated by Notice of Proposed Rule Making adopted 
on February 10, 1955 (FCC 55-165), inviting interested parties to comment on 
questions of law, fact and public interest considerations which were raised by 
petitions requesting the Commission to authorize the transmission by television 
stations of programs in scrambled or encoded form, which could be received 
in intelligible form only by the use of decoders attached to the receivers and 
the payment of a charge. Two such petitions had been filed by the holders of 
patents for encoding processes: a revised petition filed November 29, 1954, by 
Zenith Radio Corporation and Teco, Inc. (replacing a petition previously filed 
by Zenith on February 25, 1952); and a petition filed September 14, 1954, by 
Skiatron Television, Inc. Other petitions requesting authorization of sub- 
scription television operations had been filed previously by a number of other 
petitioners—principally holders of construction permits for UHF television 
stations.’ 

9. The comments received in response to the foregoing Notice included pro- 
posals for the use of three systems of encoding and decoding signals and of im- 
posing charges on a per-program basis: 

Phonevision, proposed by Zenith Radio Corporation and Teco, Inc. 

Subscriber-Vision, proposed by Skiatron Electronics & Television Com- 
pany and Skiatron Television, Inc. 

Telemeter, proposed by International Television Corporation. 


‘Home News Publishing Company, Pennsylvania Broadcasting Company, Stamford- 
Norwalk Television Company, Connecticut Radio Foundation, Inc., Eastern Broadcasting 
Corporation, Big Spring Broadcasting Company, Appalachian Company, Northwest Tele- 
vision Company, Matta Enterprises, Peoples Broadcasting Company, and Joseph Brenner. 
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Subsequently, during the week of September 15, 1957, the Commission was in- 
formed of two additional proposed methods of conducting subscription television 
operations: 

Bi-Tran, proposed by Blonder-Tongue Laboratories, Inc. 
Teleglobe, proposed by Teleglobe Pay-Television System, Inc. 

10. In a Notice of Further Proceedings adopted May 23, 1957, the Commis- 
sion announced its conclusion that it has the statutory authority under the 
Communications Act of 1934, as amended, to authorize the use of television 
broadcast frequencies for subscription television operations, if it finds that it 
would be in the public interest to do so; and invited interested parties to com- 
ment on the desirability of authorizing subscription television operations on a 
trial basis, with particular reference to a series of specific questions relating 
to the conditions under which it might be feasible to conduct meaningful, but 
suitably limited trial operations. 


THE PROPOSALS 


11. Phonevision, Subscribed-Vision, and Telemeter each contemplates the en- 
coding or scrambling of both the visual and aural portions of the programs. 
All three of these systems also require the use of a decoding device attached 
to the receiver. Phonevision and Subscriber-Vision contemplate periodic bill- 
ings, while Telemeter would require the deposit of coins in a coin box associated 
with the decoder. All three systems provide, in different ways, for the dissemina- 
tion to subscribers of the information needed to activate the decoder and for 
the recording of payments or charges. 

12. Teleglobe calls for the conventional transmission, in the clear, of the 
visual portion of subscription television programs. The aural portion would 
be transmitted by wire and made available only to subscriber members of the 
public. 

13. Bi-Tran envisages the simultaneous transmission, on a single television 
channel, of two programs, one of which could be made available as at present, 
without the payment of a charge, and the other of which could be subjected to a 
charge, if it were to be used for subscription television operations. 

14. Phonevision, Telemeter, and Subscriber-Vision have been suffciently de- 
veloped to permit experimental field testing and some demonstration of their 
technical capacities. The Commission does not have data indicating the field 
testing of the Teleglobe system which, in any case, employs relatively simple 
techniques for the separate transmission by wire of the aural portion of the 
program. The Commission does not have detailed information concerning the 
operation of the Bi-Tran system which, according to its sponsor, requires further 
development before reaching the operational stage. 

15. Various terms such as “pay-as-you-See television,’ and “toll television” 
have been popularly used to describe systems requiring the payment of charges 
for the intelligible reception of television programs. In this report we adhere 
to the term “subscription television” which has been employed in this proceeding 
to refer to all methods for the transmission of television programs by broadcast 
Stations, for which a charge is imposed. Thus, except where the context indi- 
cates that reference is made to one or another of the individual systems which 
have been specifically proposed to the Commission, the term “subscription tele- 
vision” will be used in this Report to describe generally any system meeting the 
requirements stated herein, whether such system has already been proposed 
or is proposed hereafter. 

16. The Commission is concerned here only with the transmission of subscrip- 
tion programs by broadcast stations, and the term “subscription television” as 
used here, excludes reference to methods which are under development for the 
transmission of programs by wire over closed circuits. Such systems, which do 
not call for the use of radio frequencies, are not within the scope of this 
proceeding. 

THE PARTIES 


17. Detailed comments favoring the authorization of subscription television 
operations by broadcast stations have been filed by proponents of the Phone- 
vision, Telemeter, and Subscriber-Vision systems. Favorable action by the 
Commission has also been urged in a number of briefer comments filed by tele- 
vision stations and organizations. 

18. Parties opposed include the ABC, CBS, and NBC television networks, the 
National Association of Radio and Television Broadcasters, the Joint Com- 
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mittee on Toll Television (said to represent 75 percent of the motion picture 
exhibitors in this country), and a number of television stations and organi- 
zations. 

19. In addition to the foregoing, formal comments, letters, resolutions, and 
post cards have been received from over 25,000 members of the public and 
educational, civic, and other organizations and groups. 


QUESTIONS OF LAW 


20. Several of the parties have submitted helpful briefs on the threshold 
question of whether under present law the Commission possesses the requisite 
statutory authority to authorize the use of television frequencies for subscrip- 
tion television operations. In our Notice of Further Proceedings of May 23, 
1957, we announced our conclusion that the Commission has the statutory 
authority to do so if it finds that such action would be in the public interest. 
That conclusion was reached after a painstaking review of the briefs sub- 
mitted in this proceeding and additional research by the Commission staff. 
The basis for the conclusion that the Commission has the requisite statutory 
authority may be briefly summarized as follows: 


The Statute 


21. The Communications Act of 1934, like the Radio Act of 1927, defines the 
regulatory authority conferred on the Commission in broad terms. In the 
excerpts quoted below the underscoring is added, and indicates the language 
which we think is particularly relevant. Section 301, for example, states: 

“It is the purpose of this Act, among other things, to maintain the control of 
the United States over all the channels of interstate and foreign radio transmis- 
sions ; and to provide for the use of such channels, but not the ownership thereof, 
by persons for limited periods of time wnder licenses granted by Federal 
authority.” 

22. Section 303, in relevant part, empowers and directs the Commission “as 
public convenience, interest, or necessity requires” to: 

“(a) Classify radio stations ; 

“(b) Prescribe the nature of the service to be rendered by each class of 
licensed stations and each station within any class; 

“(e) Assign bands of frequencies to the various classes of stations, and assign 
frequencies for each individual station and determine the power which each 
station shall use and the time during which it may operate; 

“(d) Determine the location of classes of stations or individual stations: 

“(e) Regulate the kind of apparatus to be used with respect to its external 
effects and the purity and sharpness of the emissions from each station and 
from the apparatus therein ; 

“(f) Make such regulations not inconsistent with law as it may deem neces- 
sary to prevent interference between stations and to carry out the provisions 
of this Act * * *; 

“(g) Study new uses for radio, provide for experimental uses of frequencies, 
and generally encourage the larger and more effective use of radio in the public 
interest.’ 


Section 307 (a) provides: 

“The Commission, if public convenience, interest, or necessity will be served 
thereby subject to the limitations of this Act, shall grant to any applicant therefor 
a station license provided for by this Act.” 

23. As in the case of numerous other types of services which have been au- 
thorized by the Commission, the statute makes no specific mention of subscription 
television which can be construed as a direct authorization or prohibition of such 
a service. It was not possible when the legislation was enacted, any more than 
it is now, to foresee all possible developments in the use of the radio spectrum. 
From the beginning all phases of radio have undergone continual development and 
change, spurred by the inventiveness of a dynamic industry. Manifestly this fact 
was fully recognized by Congress and explains the latitude of the licensing 
powers the Commission was authorized and directed to exercise in conformity 
with the basic standards and specific requirements laid down in the Act. 

24. It is in the light of these circumstances that we find that the provisions of 
Section 303 (zg), quoted above, have particular relevance not only to the juris- 
dictional question, but also to the question of the appropriateness of the action we 
are taking herein looking toward a trial of subscription television. 
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25. The broad licensing powers of the Commission deriving from the foregoing 
excerpts from the Communications Act are qualified in certain respects by speci- 
fic limitations legislated in express provisions of the law. For example, Section 
310 (a) provides, in part, that station licenses shall not be granted to or held by 
aliens, foreign governments, or corporations organized under the law of any 
foreign government. Section 311 prohibits the grant of a station license to any 
person whose license has been revoked by a Court under Section 313, relating 
to application of antitrust laws to Commission licensees. Section 315 lays down 
the familiar requirements of equal opportunities in the use of broadcast facilities 
by candidates for public office. Section 317 requires that all matter broadcast 
by any radio station for which service, money, or any other valuable considera- 
tion is directly or indirectly paid, or promised to or charged or accepted by, the 
station so broadcasting, from any person, shall, at the time the same is so 
broadcast, be announced as paid for or furnished, as the case may be, by such 
person. Section 325 (a) prohibits broadcasting stations from rebroadcasting 
programs of other broadcasting stations without express authority from the 
originating stations. Section 325 (b) requires that prior authorization be 
obtained from the Commission for transmission of programs from a broadcast 
studio located in the United States to a station located in a foreign country 
for broadcasting from such foreign station if broadcasts from the foreign station 
may be consistently received in the United States. Section 326 prohibits censor- 
ship by the Commission of any radio communcations, including broadcasts. 

26. The foregoing examples illustrate the Congressional practice of legislating 
in specific terms the limitations Congress desired to impose on the Commission’s 
general power to license the use of radio frequencies. Apart from such specific 
limitations as the foregoing, Congress has laid down the general requirement that 
as a condition to the issuance of licenses authorizing the use of radio frequencies, 
the Commission determine that the public interest, convenience or necessity 
would be served thereby. Thus, the authorization of subscription television 
would be subject to the requirement of such a finding. There appears to be no 
other language in the statute suggesting Congressional intent to limit further or 
to prohibit authorization by the Commission of subscription radio or television 
operations. 

27. A question has been raised as to whether authorization of subscription 
television would be consistent with that portion of Section 1 defining the general 
purposes of the Act which states, in relevant part, that the Federal Communica- 
tions Commission is created “For the purpose of regulating interstate and foreign 
commerce in communication by wire and radio so as to make available, as far as 
possible, to all the people of the United States a rapid, efficient, nationwide, and 
worldwide wire and radio communication service with adequate facilities at 
reasonable charges * * *.” This language, and the definition of “broadcasting” 
in Section 3 (0) of the Act—‘* * * the dissemination of radio communications 
intended to be received by the public, directly or by the intermediary of relay 
stations’—have been relied on in support of an argument to the effect that the 
Act did not contemplate or permit, and in fact bars authorization by the Com- 
mission of a program service, by broadcast stations, which would be available 
only to such members of the publie as were able and willing to pay a charge. We 
believe, however, that such a construction cannot reasonably be made of these 
excerpts. Section 1 states the general purposes of the Act in broad terms. The 
reference to ‘all the people of the United States” does not, for example, preclude 
licensing the use of radio frequencies for the safety and special radio services. 
Frequencies so allocated are not available to all the people of the United States, 
While the words “at reasonable charges” evidently refer to the Commission’s 
regulation of rates charged by common carriers for message communications, 
and does not, presumably, refer to charges for programs disseminated over 
broadcast stations, it may be noted that this express reference to charges in un- 
accompanied by any prohibitive language concerning charges for programs trans- 
mitted by broadcast stations. 

28. Nor do we agree with the argument put forward by some parties that the 
above quoted definition of “broadcasting” in Section 3 (0) per se bars the au- 
thorization of subscription broadcasting. The evident intention of any station 
transmitting subscription programs would be to make them available to all 
members of the public within range of the station. In any event, the question of 
whether the imposition of a charge would take subscription programs out of the 
scope of “radio communications intended to be received by the public” is not con- 
trolling, since we may authorize the use of broadcast frequencies for a nonbroad- 
cast service. An example is furnished by our authorization of the use of FM 
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radio frequencies for the simplex or multiplex transmission of functional music 
programs by FM stations to subscribers to this nonbroadeast service. 

29. We think, moreover, that it is not reasonable to infer Congressional intent 
to prohibit charges for the reception of programs transmitted by broadcast sta- 
tions, from language which makes no express reference to the question, and 
which in our opinion could be so construed only on a strained interpretation. 
Such a construction of the statute seems to us especially unwarranted in view 
of the fact that in the several respects, mentioned above, in which Congress 
decided to impose specific limitations on the broadly defined licensing powers 
of the Commission, it did so in express, explicit language. 

Legislative History 


30. In analyzing the jurisdictional question, it is appropriate to refer to legis- 
lative history. No enlightenment on the question has been found in the Con- 
gressional debates and reports relating to the adoption of the Communications 
Act of 1984, which as already noted, substantially reenacted much of the sub- 
stance of the provisions of the Radio Act of 1927 relating to the regulation of 
radio. There was, however, some mention of the question of possible charges 
for radio broadcasts during the debates on the Radio Act of 1927. In addition, 
certain actions were taken which had a bearing on the question of charges for 
radio broadcasts. 

31. The legislative history of the Radio Act of 1927 has been variousiy inter- 
preted in relation to jurisdictional questions under consideration here. Parties 
who contend that the FCC lacks the requisite jurisdiction, as well as parties 
who have argued that it exists, have drawn on portions of the legislative history 
to support their views. The legislative history of the Act does not offer un- 
contradicted support to either view. We believe, however, that to the limited 
extent of the indications it offers as to Congressional intent on the question, 
the legislative history gives appreciably more support to a conclusion that the 
Commission has the statutory power to authorize subscription television, than 
to the contrary view. 

32. When Congress debated the legislation which emerged as the Radio Act 
of 1927, the practice of “free” broadcasting had become established and was 
universally followed. This had not, however, resulted from any legislative re- 
quirement. It was the way radio broadcasting grew up. The Secretary of 
Commerce—the predecessor licensing authority—was not limited to issuing 
broadeast licenses only to licensees proposing free broadcasts. The practice 
of free broadcasting resulted from what at that stage was the voluntary choice 
of the industry. The question here is whether under the Radio Act of 1927 
and subsequent legislation that voluntary practice became mandatory. We 
think it did not. 

38. On several occasions, Senator Dill, sponsor of the Senate Bill and Chairman 
of the Conference Committee which reported the legislation, in response to 
questions on the subject, made statements on the record which clearly indicated 
that he understood the proposed lezislation as not prohibiting the authorization 
of subscription broadcasting.” Other legislators including Senators Pittman, 
Walsh and Copeland and Representative Davis similarly expressed the belief 
that the proposed legislation would permit authorizing broadcasters to transmit 
programs for the reception of which a charge could be imposed.’ At least one 
legislator, however, (then Representative White of Maine) stated his belief 
that “The legislation gives no such authority * * *’. 

34. In interpreting the legislative history we do not rely exclusively on the 
preponderance of the views of legislators who referred expressly to the matter, 
that the legislation would permit the authorization of subscription broadcasting. 
Apart from official utterances on the subject several actions were taken which 
lend support to a conclusion that Congress did not intend to make “free” broad- 
casting mandatory. The inference is unmistakable in two cases, and the third 
is consistent with this interpretation. 

35. While the Senate Bill was pending an amendment was introduced and 
adopted authorizing the Commission to control charges to listeners. There 
could be little doubt that this action was predicated on the assumption that the 
Bill at least permitted authorization by the Commission of subscription broad- 
casting. 


2For example see 68 Congressional Record 2880-2881 and 3033. 
268 Congressional Record 2576-77, 3033, 3257, 4109-4111. 
468 Congressional Record 2580. 
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36. In the House of Representatives, Representative Bloom introduced a bill 
which would prohibit a charge to radio listeners. It is reasonable to assume 
that this action reflected an assumption on Representative Bloom’s part that 
the legislation as it then stood did not bar Commission authorization of sub- 
scription broadcasting. This Bill died in Committee. 

37. The third action in question was the striking by the Conference Commit- 
tee of the Senate amendment which would have authorized the Commission to 
control charges to listeners. Whether this action reflected an intention to leave 
charges to the discretion of licensees or whether, as has been contended, it was 
based upon assumption that such charges would in any case be subject to the 
jurisdiction of the Interstate Commerce Commission, the action itself is entirely 
consistent with our interpretation of the statute. 

38. In our effort to arrive at a reasonable and proper interpretation of the 
legislative history we have not failed to consider the fact that, despite the fore- 
going utterances and actions supporting a conclusion that jurisdiction exists, 
there were apparently no active industry proposals at that time for subscription 
broadcasting, and that Congress as a whole concentrated its attention primarily 
on the regulation of the broadcast industry in the context of the then universal 
practice of “free’’ broadcasting. We do not agree, however, that these circum- 
stances support the conclusion that the licensing authority of the Commission 
was confined to authorizing broadcast operations according to the then current 
practice. At least some consideration was given the question by a number of leg- 
islators, and the actions referred to above were presumably premised upon the 
understanding that the legislation as proposed, and as finally adopted, left the 
question within the discretion of the Commission, subject to the basic require- 
ments of the law, including the requisite finding that the public interest would 
be served by any authorization to use radio frequencies. 

39. We have mentioned that the question of subscription broadcasting re- 
ceived little attention when the Federal Communications Act of 1934, super- 
seding the Radio Act of 1927, was enacted. The fact that this is explainable by 
the absence of any change in 1934 in the still universal practice of “free” 
broadcasting hardly adds weight to a contention that the Communications Act 
barred subscription broadeasting any more than did the predecessor Act. 

40. In recent years, a number of bills have been introduced in Congress to 
prohibit subscription broadcasting. None of these bills has been reported out 
of Committee. As in the case of the first bill of this kind, introduced by Con- 
gressman Bloom, their introduction would appear to reflect an assumption on 
the part of the sponsors that in the absence of specific prohibition, the Commis- 
sion is not clearly barred under the present statute from authorizing subscrip- 
tion broadcasting. 


Classification of Subscription Television under the Communications Act of 
1934, as amended 

41. The Radio Act of 1927 contained no definition of broadeasting. The Com- 
munications Act of 1934, as amended, in Section 3 (0) defines “broadcasting” 
as “the dissemination of radio communications intended to be received by the 
public, directly or by the intermediary of relay stations.” Section 3 (h) of the 
Act defines “common carrier” or “carrier” as 

“* * * any person engaged as a common carrier for hire, in interstate or for- 
eign communication by wire or radio or interstate or foreign radio transmission 
of energy, except where reference is made to common carriers not subject to this 
Act: but a person engaged in radio broadcasting shall not, insofar as such per- 
son is so engaged, be deemed a common carrier.” [Italic added. ] 

Thus, under the statute, broadcasting and common carrier services are 
mutually exclusive classifications. However, while a service authorized by the 
Commission cannot at the same time be classified as both broadeasting and 
common earrier, it does not follow that all services which may be authorized 
by the Commission must be classifiable as either one or the other. There is no 
question as to the Commission’s authority to authorize the use of radio fre- 
quencies for numerous kinds of services which are neither broadcast services nor 
common carrier services. The safety and special radio services abound in ex- 
amples, including the use of radio for aviation and marine navigation, and by 
industrial firms, fire and policy departments, taxis, and many other nonbroad- 
cast users, 

42. Nor, in our opinion, does the fact that selected frequencies have been 
allocated primarily for broadcast uses far our authorization of the use of such 
frequencies for nonbroadcast purposes. Thus, as we have already stated, we 
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believe that the question of whether subscription television as proposed on this 
record is or is not properly classifiable as “broadcasting” under the definition in 
Section 3 (0) of the Communications Act is not controlling as to whether the 
Commission has the statutory power to authorize the use of television channels 
for a subscription TV service. 

43. In these circumstances we find it unnecessary, and for the reasons stated 
below, undesirable, to decide at this stage the proper classification of subscrip- 
tion television under the Communications Act. We may observe that there 
would appear to be little basis for classifying the proposed kind of service as a 
common-carrier service within the meaning of Section 3 (h). As for the ques- 
tion of whether subscription television is properly classifiable as broadcasting 
or not, we believe that the additional information which can be expected to be 
produced by trial experience will furnish a better basis on which to determine 
the answer to this question. It may be that trial experience would suggest the 
desirability of creating an entirely new service classification and of subjecting 
such a service to controls differing in some respects from those available now 
with respect to broadcast services. We therefore conclude that it would be pref- 
erable to defer at this time a decision concerning whether subscription tele- 
vision is properly classifiable under Section 3 (0) of the Communications Act. 

44. We believe, however, that certain of the requirements imposed upon 
holders of broadcast licenses should be met by any licensees authorized to con- 
duct trial subscription television operations. These requirements are, accord- 
ingly, included below among the conditions which the Commission is establish- 
ing for the conduct of trial subscription television operations. 


Other Questions of Law 


45. We defer also decisions on the remaining two ‘Questions of Law” posed 
in the Notice of Proposed Rule Making of February 10, 1955. The question as 
to suitable amendments to the Communications Act cannot, we believe, be intelli- 
gently answered until we have the benefit of examining the results of a trial 
operation. We have stated that in our opinion the Commission has the power 
to authorize subscription television operations. For the reasons discussed below, 
we make the further finding that it would be in the public interest to exercise 
this power to the extent of the action we are taking herein concerning trial 
operations. 

46. As for the final Question of Law under the original Notice, we do not find 
it necessary or desirable at this stage to amend any of the existing rules, since 
the action contemplated in this Report does not envisage the definitive estab- 
lishment of a new service, but merely a trial, under suitably limited conditions. 
This, we think, can more properly be accomplished by waiving such rules as now 
preclude the filing of applications for, and the conduct of, operations involving 
the scrambling of signals transmitted by television stations, or the use of any 
other acceptable technique which may be proposed for imposing a charge for 
television programs. 

PUBLIC INTEREST CONSIDERATIONS 


47. The central issue on which the voluminous comments filed in this proceed- 
ing have been concentrated is whether subscription television would provide a 
beneficial supplement to the program choices now available to the public and 
an increase of financial resources which would facilitate significant increases in 
the numbers of services available to the public under the present system; or 
whether it would seriously impair the capacity of the present system to con- 
tinue to provide advertiser-financed programming of the present or foreseeable 
quantity and quality, free of direct charge to the public. The case is argued 
with great force on both sides. As we have already indicated in the introduc- 
tion of this report, it is particularly difficult, without the benefit of any signifi- 
‘ant demonstration of the proposed systems in operation, to reach final conclu- 
sions concerning the validity of the arguments made on either side. 

48. Insofar as a judgment can be made on the present record, the Commission 
believes that in some respects the claims of proponents and opponents alike are 
not free from exaggeration. Proponents, for example, have tended to stress the 
capacity of subscription television to bring to the public new kinds of program- 
ming hitherto unavailable or available on a very limited basis. In support of 
this argument proponents refer to the incentive to the advertiser to concentrate 
his support on programs of wide general interest. They allege that subscriber 
financed broadcasts could and would provide a wider choice to members of the 
publie interest in the fine arts, operas, education, and informative material and 
other similar kinds of programs. 
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49. As against this picture uf greatly enhanced variety of programs, the op- 
ponents insist that the incentive to offer programs of the widest popular appeal 
would be if anything greater in subscription television. Time availabilities, it 
is claimed, which could yield substantially greater returns for programs of wider 
popular appeal would not be sacrificed to any appreciable extent for the trans- 
mission of programs which may be expected to attract such smaller audiences, 

50. Opponents do not, however, stop here, but urge insistently that subscrip- 
tion television would eventually oblige the public to pay for the very same 
kinds of programs it now receives free. To an extent, information available 
up to the present gives some indication that some kinds of programs hitherto 
available under the present system would probably be subjected to a charge in 
the viewer. Negotiations looking toward the imposition of a charge for viewing 
some baseball games are a matter of public knowldege. The fact that the 
negotiations contemplate the transmission of the game by wire over closed 
circuit does not alter their significance in this respect. Motion pictures are 
currently offered to home viewers over a trial closed-circuit transmission 
system. These include not only first-run feature films, but also second-run films. 
Thus, it would be difficult to demonstrate with certainty that a system of on- 
the-air subscription television would in no case take over films which might 
otherwise be made available for free broadcasting. On the other hand, first-run 
feature films have not, with rare exceptions, been made available for television 
broadcasting. Nor is there any indication that they are likely to become avail- 
able in the foreseeable future for free broadcasting. Thus, to the extent that 
first-run films might become a substantial feature of on-the-air transmissions 
they would provide a kind of entertainment not now generally available to the 
television audience. 

51. It is not possible, however, without a demonstration of the service in 
operation, to determine reliably where the practical realities lie—in the glowing 
prospects pictured by proponents, with the alarms raised by the opponents, or 
somewhere between these extremes. 

52. Perhaps the most critical question which has been raised is whether sub- 
scription television would gravely impair the free television service which it now 
provides to the public. The argument is that because of the potentially higher 
returns from subscription television, program producers, sports promoters, talent, 
writers, directors and station outlets would migrate to a disastrous degree away 
from the present system over to subscription television. The reduced audiences 
would, it is argued, oblige advertising sponsors to reduce the levels of their 
financial support to free television and this, it is said, would in turn frustrate 
any possible effort to continue to provide a free television service anywhere near 
the present quantity or quality. 

53. Impressively as this fear has been argued, and recognizing the limited 
support it receives from the developments noted above in the closed circuit tele- 
vision field, we have been unable to reach the conclusion that it provides con- 
vincing support for denial of any opportunity for this novel service to demon- 
strate its potential contribution to the public interest. 

54. An important factor—the degree of acceptance and support which the 
new service might be able to obtain from members of the public in a position to 
make a free choice—could be reasonably tested in suitably limited trial demon- 
strations. We think it is neither necessary nor desirable that decisions upon 
which this factor and other important factors have an immediate bearing, should 
be made on the unsatisfactory basis of speculation and conjecture which, with 
few exceptions, is the only ground available in support of the argument that 
even a limited trial would disserve the public. 

55. We are especially hesitant to adopt the theory apparently underlying 
arguments made by some of the opponents of subscription television that ad- 
vertiser-financed television, which has accomplished such impressive growth 
during its short existence, can continue to render its valuable public service only 
if protected against competition from the proposed new service. While it would 
seem reasonable to suppose that subscription television, as a new competitor 
for audience, would exert some competitive impact on the present system, we 
are unable to conclude on the basis of information available to us that compe- 
tition would inevitably result in such a serious impairment of the present service 
as has been so forcefully argued by the opponents. In any event, there is cer- 
tainly no basis for believing that such grave impairment could occur within the 
relatively brief period of. the proposed three-year trial of subscription television. 

56. Even the opponents argue that a trial would not unleash the detrimental 
forces they predict for a fully established subscription television service. We 
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cannot, however, agree with their further contention that a trial would not even 
disclose the nature or potential extent of those forces. While a trial may not 
be expected to give, in itself, a complete demonstration of the effects of a sub- 
sequently expanded subscription television service—should it be found desirable 
later to authorize it—it could, nevertheless, provide useful information con- 
cerning what subscription television can offer, how the public responds to what is 
offered, how the service would operate in practice, what, if any abuses require 
curbing, whether it imposes a genuine threat to the free service (as dis- 
tinguished from a challenge to that service to meet fresh competition of a new 
kind) what legislative and administrative safeguards would be desirable and 
effective, and a host of other important questions, such as the desirability of 
standardizing the equipment used, on which a largely argumentative record 
affords inadequate basis for final conclusions and decisions at this time. 

57. This is not to say that the potential disadvantages or abuses of the new 
kind of service which has been proposed could justifiably be ignored, even during 
a trial period. All the arguments which have been so forcefully advanced con- 
cerning the potential harm in the new service have been most carefully con- 
sidered by the Commission in establishing the limitations and conditions within 
which we believe it would be in the public interest to permit the conduct of trial 
operations. Bearing in mind the importance of avoiding unnecessary constric- 
tion on trial operations which are intended to provide an opportunity for the 
service to demonstrate its potential, with reasonable flexibility to work out pat- 
terns which have yet to be evolved in practice, we have at the same time en- 
deavored to establish requirements which in our considered opinion would 
minimize the possibility for abusive or harmful practices during a trial period. 

58. We have, moreover, reserved our ultimate judgment, which we believe can 
be made only in the light of the trial experience, as to whether the public inter- 
est would be served by the definitive establishment, after trial, of a subscription 
television service employing TV broadcast channels. 

59. Opponents of subscription television have charged that the conduct of 
subscription television operations on the lines proposed in this proceeding would 
permit or foster monopolistic control of the medium. It is pointed out, for ex- 
ample, that a sole franchise holder in an individual community of a system em- 
ployed exclusively in the local community for the encoding and decoding of sub- 
scription television programs might become the sole medium for the channeling 
of subscription programs into the community. This, it is argued, would enable 
the franchise holder, and through him the persons controlling patents on the 
equipment, to control the program availabilities, determine the terms of serv- 
ices to the subscribers and otherwise control the operation without competition 
from any other persons performing similar services locally. It is also argued 
that any system which by virtue of nationwide standardization by the Commis- 
sion, or otherwise, established a nationwide network of local outlets, may gain 
monopolistic control over provision of subscription television service for the pub- 
lic in all the communities where that system was exclusively used for subscrip- 
tion television operations. 

60. As already noted, however, three systems which appear to meet the tech- 
nical requirements prescribed herein have already been proposed, and very re- 
cently information has been submitted indicating the possibility of developing 
at least two additional technical methods of conducting subscription television 
operations. The conditions laid down herein for trial operations permit the use 
of any system or systems which meet the necessary technical requirements, such 
as noninterference to other users of radio frequencies. We neither limit each 
trial community to a single system nor to a single participating station. This 
opens the way to competitive efforts by the sponsors of all qualifying systems. 
Whether this will result in the simultaneous operation of competing systems 
within individual communities during a trial period remains to be seen. And 
whether (in the case a subscription television service were definitively estab- 
lished after a trial period) operations would eventually be confined to a single 
system, locally or nationally, either as a result of natural economic forces or 
through standardization by the Commission, we do not believe that these pos- 
sibilities preclude a finding that trial operations, with ultimate decision re- 
served, would be against the public interest. ait 

61. It is superfluous to say that the Commission favors competition in the con- 
duct of subscription television operations. The conditions set out herein for 
trial operations have been carefully determined with that objective in view. 
A trial conducted under these conditions would, we believe, provide useful indi- 
cation of the extent to which it is possible to create and maintain competition 








fen 
n0t 
ub- 
ble 
On- 


ire 
lis- 
ew 
nd 

of 
rd 


PW 
ng 
yn- 
n- 
in 
ial 
ic- 
he 
at- 
n- 

id 


an 
‘r- 
on 


of 
ld 
X- 
n- 
ib- 
ng 
le 
he 
y- 
on 
ed 


in 


n- 
or 


li- 
yn 


SUBSCRIPTION TELEVISION 41 


in all phases of subscription television operations: among program producers 
and distributors, among manufacturers and distributors of equipment, and 
among stations, to name several. Should a trial disclose that competition among 
several systems is not feasible, or that the need for standardization of equip- 
ment precludes it, there would be ample opportunity, after trial data are avail- 
able, for deciding whether the continuation of such a service should be pro- 
hibited as contrary to the publie interest, or whether its continuation and ex- 
pansion should be governed by new regulatory controls furnished if need by 
amendments to the present statute. 

62. Our decision respecting trial operations has been reached only after the 
most careful consideration of all arguments made by parties who foresee dangers 
of monopolistic control of subscription television. We recognize fully the crucial 
importance of these questions. But it is one thing for opponents to assert that 
the service would be adverse to the public interest because of monopolistic poten- 
tials they perceive in a new, untried service. It is quite another for the Com- 
mission to decide that we should not permit even its trial—despite our duty “to 
study new uses for radio, provide for experimental uses of frequencies, and 
generally encourage the larger and more effective use of radio in the public in- 
terest’ * because it is possible to foresee circumstances under which monopoly 
could possibly develop. Neither are we persuaded that such a result is inevit- 
able, nor do we think that if monopolistic dangers or potentialities were dis- 
closed during a trial, they would lie beyond the authority or the capacity of the 
Government to correct or prevent. This aspect of trial operations is one to 
which we will give the closest attention as actual experience proceeds and fur- 
nishes a sound basis for judgment. 


CONDITIONS OF TRIAL OPERATIONS 


Scope of Trial Operations 

63. As we have started previously, we think that a trial should neither be so 
limited as to preclude meaningful results, nor so extensive as to constitute the 
virtual establishment of a service about which final decisions on a number of im- 
portant points must be reserved until later. We think both these considerations 
will be reasonably met if each subscription television system (qualifying under 
paragraph 72) be permitted a trial in no more than three markets (meeting the 
requirements of paragraph 69). We have accordingly decided to observe the 
limit of three markets for any single system, during the trial period. 


Trial Cities 

64. We have concluded that it would be desirable for any trial subscription 
television operations which may be authorized hereunder the be conducted in 
markets with sufficient numbers of stations to permit the continued availability 
of substantial amounts of free program services and the maximum opportunities 
for competition both within the local subscription television service, and between 
that service and the present free service. For these reasons, we have decided to 
limit authorizations at this stage to stations in cities with at least four commer- 
cial television services (including the applicant’s station). There are over 20 
markets meeting the specific requirements stated below, thus affording a reason- 
able range of choice and some diversity of size and conditions, adequate for a 
meaningful trial. 

65. It may be argued that this limitation to cities with at least four services 
would preclude experience indicative of the effects of subscription television if 
it were ultimately authorized in markets with fewer than four television services. 
We believe, however, that a trial on the basis contemplated herein would afford 
ample opportunity, during a three-year period, to obtain significant and reliable 
data which would shed useful light on the probable effects of a subsequent 
broadening of the service to markets excluded during the initial trial period. 
Such matters, for example, as public reaction, and the extent to which subscrip- 
tion television would be capable of diverting audience (and, indirectly support) 
from free television would, we think, be sufficiently disclosed in the designated 
markets to facilitate a judgment of the probable effect of extending the service 
later into other types of markets. 

66. It would be necessary, of course, in evaluating the experience gained in 
the trials contemplated hereunder, to avoid the error of an undiscriminating 
projection of results obtained under one set of conditions, into markets where 





5 Communications Act of 1934, as amended, Section 303 (g). 
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different conditions prevail. But the very evident need for care in this regard 
does not strip the trial of the usefulness we believe it would have as a basis for 
appraising the potentials of the service in other types of circumstances. Not 
only the judgment of the public but other important factors as well can, we think, 
be helpfully disclosed under the trial conditions set out herein. These include 
the modus operandi of the service, the technical performance of the systems, the 
methods to be employed, the nature of the programs offered, the role of partici- 
pating broadcast station licensees, the important questions which have been 
raised by opponents concerning possible monopolistic features of a subscription 
service, and other factors bearing on the public interest, about which little more 
is available now than arguments based to a large extent on unsupported and 
highly contradictory claims about an untried service. 

67. It would be premature, moreover, to decide at this stage whether or not, 
and if so, in what circumstances it may be found in the public interest, after 
initial trials, to authorize subscription television operations in cities served by 
fewer than four television stations. If, as the proponents have urged, this new 
service would provide the financial support and added program resources and 
audience needed to permit the construction of additional stations, the new service 
might well result eventually in overcoming the present obstacles to the use of 
many idle channel assignments—particularly in the UHF band. If this were 
the case, and numbers of markets limited now to two or three outlets could find 
requisite support for additional stations on currently unused channels, the spread 
of a subscription television service would not necessitate crowding a dual free 
and subscription television service into the already scarce time availabilities on 
the two or three stations now operating in such markets. These are additional 
reasons why we are not persuaded that a trial limited at this stage to markets 
with at least four services would fail to have relevance to the situation in other 
areas where there are at present fewer than four services. 

68. The single station markets offer more difficulty, but industry statistics 
indicate that over 75% of all the present television homes are already within 
the range of two stations, and in a great many cases additional channels are 
available in places where only one service is now available. 

69. It is neither necessary nor desirable to confine trial operations to cities to 
which four or more operating stations are directly assigned. The objectives 
stated in paragraph 64 can, we think, be met by limiting authorizations here- 
under to stations whose principal city is within the Grade A contours of at least 
four commercial television stations, whether they are assigned to the same city 
as the applicant, or to other nearby cities. 


Eligibility of Both VHF and UHF Stations 


70. Some parties have suggested that the authorization to conduct subscription 
television operations be confined exclusively, or principally to UHF stations. 
Skiatron, however, the original proponent of this policy, withdrew it in recently 
filed comments. We would welcome any possibilities for enhancing the oppor- 
tunities for increased use of the UHF television channels. After careful analysis 
of this proposal we have concluded, however, that at this stage, confining the trial 
of the proposed new service to UHF stations would create needless complications 
without significant benefits to UHF broadcasting as a whole. 

71. Limited trial operations in a few cities during the initial three-year period 
of a subscription service could hardly contribute significantly toward a solution 
of the nationwide UHF problem. We think it possible, on the other hand, that 
if subscription television successfully demonstrated a capacity to make a de- 
sirable contribution to the television service, it might well provide fresh impetus 
to the utilization of many of the now idle UHF channels. Thus, while we think 
no useful purpose could be realistically served by confining trial subscription 
television operations to the UHF band, the possibility that subscription television 
may in the longer run contribute significantly toward wider utilization of the 
UHF channels underscores the desirability of affording an opportunity for the 
new service to demonstrate its potential value on a trial basis. 


Applications 


72. Applications for authorization to conduct subscription television operations 
in accordance with all conditions set out herein will be accepted from any holder 
of a construction permit or license for a television station and any person who 
has filed or simultaneously files an application on Form No. 301 for a construction 
permit for a television station, who requests the waiver of such rules as now 
preclude subscription television operations. The citation of specific rules will 
not be necessary. 
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Systems 

73. Applicants for authorizations to conduct subscription operations may 
propose the use of any technical method of encoding and decoding of video 
or audio signals, or of otherwise establishing the means of imposing a charge 
for the intelligible reception of programs, which meets the following require- 
ments: 

(a) The operation must not cause interference either within or without 
the frequency employed, to any greater extent than is permissible under the 
present rules and standards of the Commission. 

(b) The operation must not cause perceptible degradation in the quality 
of video or audio signals on any receivers during either a subscription 
program or a nonsubscription program. 


Nonecclusivity 

74. We do not believe that it would be in the public interest to authorize 
subscription television operations in circumstances under which any individual 
station acquired contractual or other rights to serve as the exclusive sub- 
seription television outlet in the local area, or in which competing subscription 
television systems were barred from operation in an area in which a trial of 
one system is permitted hereunder. Accordingly, applicants hereunder are 
required to file, with their applications, a contract between the applicant and 
any local subscription television franchise holder or any other person partic- 
ipating in the local trial operation, in which it is provided that the franchise 
holder or such other contracting party as may be appropriate in the circum- 
stances, will, upon request of the licensee of any other television station serv- 
ing the local area, participate with such other station licensee or licensees in 
local subscription television operations under the same terms and conditions 
as are set out in the contract with the applicant station. 

75. It is also required that such contracts provide that nothing therein shall be 
understood to preclude any station licensee with whom the community franchise 
holder or other appropriate party has entered into agreements or arrangements 
for the conduct of subscription television operations using a particular system, 
from transmitting subscription programs for which any other system would 
be employed. 

76. While we do not prescribe the precise language of the foregoing required 
contractual provisions, they must be so couched as to permit any station con- 
tracting to transmit subscription programs under one system to transmit 
programs of other system, if so authorized by the Commission. Thus, more 
than one station will be free to participate in the trial operation of any individ- 
ual system, more than one system will have an opportunity to be tried in the 
communtiy, and any single station will have an opportunity if it desires and 
obtains the requisite authorization, to transmit subscription television programs 
under more than one system. 


Publie Service Responsibility of Station Licensees 

77. We think it important that station licensees retain the freedom of deci- 
sion necessary to the discharge of their responsibility to program their sta- 
tions in the public interest. To this end, it is required that contracts between 
applicants and community franchise holders or other appropriate persons pro- 
vide expressly that the licensee may reject any subscription television pro- 
grams which he considers unsuitable, and will schedule the hours of trans- 
mission of subscription programs in such manner as he deems desirable in the 
discharge of his public service responsibility as the licensee of a television 
broadcast station. 

78. The discharge of a station licensee’s responsibility to program his station 
in the public interest cannot, however, be fully achieved merely by the exercise 
of the discretion, covered in the previous paragraph, to reject unsuitable pro- 
grams, or to control the scheduling of such programs as are transmitted. We 
think that in order for a broadcaster to retain the full freedom of discretion nec- 
essary to enable him to discharge his public service responsibilities, he must also 
be in a position to make a free choice among programs, whatever their source, 
which may become available for use, and which he may find it would be in the 
public interest to transmit over his station. We will examine closely all aspects 
of the proposed operation and all operating agreements to which the applicant 
station licensee is a party, with a view to determining whether the applicant 
station has retained such freedom. 
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79. We believe also that the transmission facilities of a broadcast station 
licensee should not be made available for a charge unless the station licensee 
participates in a determination of the amount of the charges to be imposed upon 
subscribers for the reception of programs. We recognize that other persons 
participating in the operation, who may have substantial investments at stake, 
will have a natural interest in the levels of such program charges. We think, 
however, that the licensee of the station transmitting the programs should be 
insured an opportunity to participate in the determination of the charges. It 
would seem reasonable to anticipate that in normal circumstances the station 
licensee and other parties participating in the operation would have little 
difficulty in reaching agreement as to the appropriate charge. We believe, how- 
ever, that the station licensee, who will be transmitting the program over 
frequencies owned by the public, and whose license to use those frequencies 
imposes on him a clear public service responsibility, should retain the right 
of ultimate decision concerning the maximum amount of program charges in 
the event the station licensee and the other participants in the operation are 
unable to agree concerning the appropriate amount. The reservation of this 
right must be provided for in agreements between applicant licensees and any 
other person participating in the determination of program charges. 


Commencement of Operation 

80. The transmission of subscription programs must commence no later than 
six months from the date the authorization is granted unless, for good cause 
shown, the Commission, in its discretion, extends the date for the commencement 
of subscription programming. 


Period of Triai 

81. Authorizations granted hereunder will permit trial operations for three 
years from the date the transmission of subscription programs commences, sub- 
ject to renewal of the regular station license, if it expires prior to the end of 
such three year period. While we are not at this time designating any fixed 
date after which additional applications for trial subscription television opera- 
tions would no longer be accepted, it would not be appropriate for the purposes 
of the trial contemplated herein to continue to process such applications indefi- 
nitely. It is desirable that the several individual trial operations be conducted 
during the same general period, although not necessarily precisely within the 
same fixed dates. Some flexibility is desirable, not only with respect to the 
commencement of operation in different cities of the three systems which have 
already been proposed, but also with respect to any additional systems which 
may seek an opportunity for trial, but which may not be ready for a start as 
quickly as the others. In these circumstances the Commission will take such 
action as it may deem appropriate on any applications for trial operations which 
may be filed after dates are fixed for three year trials under such authorizations 
as may be initially granted hereunder. Depending on the timing and other 
circumstances, it may be appropriate to grant such additional authorizations 
only for the remainder of the three year period already established. 

82. Authorizations granted hereunder will be subject to suspension upon notice 
to the grantee by the Commission that the requirements of paragraph 73 (a) 
hereof concerning electrical interference are not being complied with; such sus- 
pension to remain in effect until provision is made, satisfactory to the Commis- 
sion, for compliance therewith. 

83. Authorizations granted hereunder may be revoked or modified prior to the 
expiration of the three-year period stated above if in the judgment of the Com- 
mission such action is required in the public interest. No order of revocation or 
modification shall become final until the grantee shall have been notified in writ- 
ing of the proposed action and the reasons therefor, and shall have been afforded 
an opportunity to show cause, in writing, within thirty days, why such action 
should not be ordered. Grantees to whom notices to show cause are issued here- 
under may request oral argument or evidentiary hearings. In such cases the 
Commission will designate for oral argument or evidentiary hearing, as the case 
may be, such issues, proposed by the grantee or the Commission, as the Commis- 
sion may find appropriate, 


Renewal of Authorizations 

84. The question of whether the trial experience will afford a basis for a finding 
that the public interest would be served by authorizing subscription television 
operations on some extended or permanent basis, and if so under what conditions, 
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and the related questions of whether the trial experience will disclose the need 
for additional legislation, and if so of what nature, cannot be decided until opera- 
ing experience sheds additional light on subscription television. If it should be 
determined later that the public interest would be served by the definitive author- 
ization of a subscription television service on an extended or continuing basis, 
timely announcement will be made of the conditions for the conduct of such a 
service, with ample notice to the public and the industry, and applications to use 
radio frequencies for that purpose will be accepted in accordance with whatever 
procedural and other requirements it may be found desirable to establish at that 
time. It would be premature to anticipate at this stage the conditions it may be 
found desirable to establish for subscription television operations subsequent to 
the trial period. It would be unlikely, in any event, that such conditions would 
correspond precisely to those laid down herein for trial operations. For these 
reasons, authorizations hereunder will not be renewable, as such. If however, at 
the time of their expiration the Commission requires additional time to com- 
plete the hearings contemplated in paragraph 92 hereof, or to reach final decision, 
it may, if it finds it would be in the public interest to do so, permit the filing of 
applications for continued subscription television operations, under the same or 
other conditions as may be found desirable, and for such limited periods as may 
be appropriate in the circumstances. Timely public notice of such action would 
be provided. 
Minimum Hours of Nonsubscription Television Broadcasts 

85. Grantees authorized to perform subscription operations will be required 
to broadcast the minimum hours of free programs required by Section 3.651 of the 
Rules. 


Charges, Terms, and Conditions of Service 

86. Charges and terms and conditions of service to subscribers must be applied 
uniformly. This requirement is not intended to preclude the division of sub- 
seribers into classes, and the imposition of different sets of terms and conditions 
to subscribers in different classifications. Authorizations will be granted here- 
under only, however, on the condition that charges and terms or conditions of 
service will be applied uniformly to all subscribers within reasonable classifica- 
tions. Contracts between the station licensee and other persons participating in 
the determination of charges and terms of service to subscribers must provide for 
compliance with this requirement. 


Reports 

87. Grantees authorized hereunder to conduct subscription television opera- 
tions will be required to furnish such periodical and other reports as may be 
requested by the Commission concerning all aspects of the subscription television 
operation, including functions performed by the grantee as well as the conduct 
by other persons of the functions of installing and maintaining encoding and de- 
coding equipment, entering into contracts with subscribers, the dissemination of 
all decoding information to subscribers, the fixing and collection of charges, dis- 
tribution of the proceeds, the obtaining of programs, and generally all aspects of 
the technical operation of the system and its business administration. Contracts 
between the station licensee and any other persons, such as the system franchise 
holder, participating in the operation, must provide for full disclosure by the 
latter of all information concerning these matters which may be requested by 
the Commission, 

Rules Applicable to Subscription Television Operations 

88. Except insofar as they may be waived by the Commission in authorizations 
issued hereunder, the rules applicable to regular television broadcasting opera- 
tions will be applicable to subscription television operations. These include: 

Section 3.654 concerning disclosure of the identities of persons providing con- 
sideration directly or indirectly for transmissions by the station. (This is not 
intended to require the announcement of names of subscribers. ) 

Section 3.655 concerning the rebroadcasting of television programs. 

Section 3.657 concerning equal opportunities for the use of facilities of televi- 
sion stations by candidates for political office. 

Sections 3.663 and 3.664 concerning the maintenance and retention of logs, 
except that logs covering all station operations, both subscription and regular, 
during the period of any authorizations issued hereunder, must be retained until 
further notice, and may not be disposed of after two years, as permitted under 
Section 3.664 for stations performing regular operations only. 
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INFORMATION TO BE SUBMITTED BY APPLICANTS 


89. Applications for authorizations to conduct subscription television opera- 
tions must contain the following information and be accompanied by executed 
contracts between the applicant and the persons designated below covering the 
matters indicated. Applications and documents submitted therewith must be 
filed in an original and fourteen copies. 

A. Complete, detailed description of the design and method of operation of any 
encoding and decoding or other equipment to be used in the proposed subscrip- 
tion television operation. If requested by the Commission, applicants must fur- 
nish to the Commission’s laboratory at Laurel, Maryland, models of all decoding 
and other portable equipment to be used in the operation, and must make avail- 
able for inspection by Commission representatives any nonportable equipment 
such as encoders proposed to be used. At the Commission’s discretion, action 
may be withheld on applications until the Commission has had an opportunity 
to inspect models of the equipment proposed to be used and to observe the opera- 
tion of such equipment. 

B. Complete, detailed statement describing in all particulars the manner in 
which the proposed operation will be conducted, including: 

(1) The methods for disseminating any decoding information needed by 
subscribers, and for billing and collecting charges, including installation 
charges, monthly charges, charges per program or any other charges payable 
by subscribers. 

(2) A complete statement of the terms and conditions under which con- 
tracts will be entered into with subscribers; also, a statement as to whether 
the proposed subscription television service will be made available to all 
persons applying for it, and if not, a statement of the basis upon which 
subscribers will be selected. 

(3) The approximate number of subscribers it is intended to serve during 
the proposed operation. 

(4) Available information concerning the contemplated range of minimum 
and maximum charges to subscribers for the various types of subscription 
television programs it is proposed to offer to the public. 

(5) Answers to questions in Table I, Section II and Question No. 4 in Sec- 
tion III of FCC Form No. 301, with respect to any person or persons who 
would perform, supervise, participate in or control the performance of any 
of the following functions : ° 

(a) Provision of encoders and any other equipment required for the 
transmission of subscription television programs other than equipment 
used by the television station for its regular operation.’ 

(b) Provision of decoding or other equipment required for the intel- 
ligent reception of subscription television programs by the subscriber.’ 

(c) Determination of the charges, terms and conditions of service to 
subscribers and of payments to the television station for its participa- 
tion in the proposed subscription television operation. 

(d) Selection and procurement of subscription television programs 
for local transmission. 

(e) Dissemination of decoding information to subscribers, billing, and 
other related functions. 

(6) Detailed information concerning commitments obtained and negotia- 
tions under way for the provision of subscription programs to be offered to 
subscribers during the proposed subscription television operations. 

(7) Statement of intention with respect to the transmission of commercial 
announcements during subscription television programs. (The Commission 
understands from proposals before it in this proceeding that the proponents 
do not contemplate the inclusion of commercial announcements in subscrip- 
tion television programs. ) 

C. Applications must be accompanied by copies of executed operating agree- 
ments between the applicant licensee and any person (local community franchise 
holder for the subscription television system to be employed, holder of patents on 


® References in Form 301 to “applicant” will be understood to include both the applicant 
hereunder and any other person or persons described in B (5). References in Section III, 
Question 4 of Form 301 to “station” and to “the purchase or construction of the station” 
will be understood to refer to the local subscription television operation. Applicants need 
not resubmit information already on file with the Commission. 


7In the case of equipment manufacturers, the name and address will suffice, except 
where the information specified under B (5) is required for such manufacturers under 
8B (5) (e), (d), or (e). 
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equipment to be used, patent licensees or any other person) who would perform, 
supervise, participate in or control the performance of any of the functions 
enumerated under B (5) above. Such agreement must: 

(1) State, in full detail, all the undertakings and understandings between 
the applicant and such other persons which will govern the conduct of all 
aspects of the proposed subscription television operation. 

(2) Contain the provisions required by paragraphs 74, 75, 77, 78, 79, 86, 
and 87 hereof, and provide that participation in the operation by the station 
licensee is conditional on compliance therewith by the other contracting party 
or parties. 

(3) Provide that no amendments thereto shall take effect until they have 
been filed with the Federal Communications Commission. 

D. If the performance of any of the functions listed under B (5), above, by the 
person with whom applicant enters into an operating agreement, is the subject of 
any contract, agrement, or understanding between such person and any third 
person, applications filed hereunder must be accompanied by copies of such con- 
tracts, agreements or understandings. 


ACTION ON APPLICATIONS 


90. In view of the necessity for careful review of all aspects of any subscrip- 
tion television operations which may be proposed, applicants are informed that 
the Commission does not believe it will be practicable to take action, before 
March 1958, on applications filed hereunder. 


CONCLUSION 


91. In our belief, trial subscription television operations conducted within the 
framework of the foregoing conditions and requirements would afford much 
needed opportunity : 

(a) to enable the public to register its own judgment with respect to the 
subscription television service offered. 

(b) obtain data and information which would assist the Commission to 
determine the probable competitive impact of a subscription television serv- 
ice upon the free system. The present record affords an inadequate basis 
for sound judgment as to whether the systems as presently proposed would 
provide stimulating competition with the present system which would be 
beneficial to the public, or whether subscription television could potentially 
impair the operation of the present system to such a degree that it could not 
continue to provide service of the present or foreseeable quantity or quality 
of free programming, and would oblige the public to pay eventually for the 
reception of numerous programs of the kind it now receives free of direct 
charge. 

(c) to obtain information, based on operating experience, concerning the 
possible need to standardize equipment and methods used in the technical 
operation of a subscription television service. 

(d) to determine, on the basis of experience, whether and the extent to 
which any aspects of a subscription televison service would call for the im- 
position of additional controls, whether such controls require the adoption of 
amendments to the Communications Act, and, if so, what recommendations 
should be made to Congress. 

92. The Commission will, when it finds that sufficient, meaningful data are 
available from trial subscription television operations, conduct a public hearing 
at which all interested parties will have full opportunity to submit information, 
data, and views concerning the foregoing and any other questions which remain 
to be answered in reaching a decision as to whether the authorization of a sub- 
scription television service on some extended or continuing basis would serve the 
public interest. 

93. The present proceeding will remain pending until the further steps contem- 
plated herein have been completed. 

FEDERAL COMMUNICATIONS COMMISSION," 
MARY JANE Morris, Secretary. 
Adopted: October 17, 1957. 
Released: October 17, 1957. 





§ See attached dissenting statement of Commissioner Bartley. 
See attached concurring statement of Commissioner Mack. 
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DISSENTING STATEMENT OF COMMISSIONER BARTLEY 


We are faced in this proceeding with basic questions of a quasi-legislative 
nature. We are engaged in “rulemaking” and attempting to set policy for the 
future in matters of profound import to the structure of the American system 
of broadcasting as it has been known and developed since the days of the crystal 
set. 

Although the petitioners have chosen to proceed by way of requesting a change 
of the rules and regulations governing the present broadcast service—that is, by 
riding “piggy-back” on the existing broadcast structure—the fundamental policy 
question with which the Commission is really faced here, in my opinion, is one 
of frequency allocation: Shall the Commission allow the use of scarce television 
broadcast frequencies for a new service which may not be a broadcast service? 
(At least, the majority has not yet determined whether it is to be classified as 
broadcast or nonbroadcast. ) 

The radio spectrum is in the public domain. Its use can be justified only if, 
directly or ultimately, the public is benefited. On this basis, the use of the 
spectrum for broadcasting, common carrier communications, safety services, 
transportation, and industry has been authorized in the past. And no authoriza- 
tion for a new type of radio service would be legally justified unless such a find- 
ing can first be affirmatively made. 

The Commission’s jurisdiction is, of course, concomitant with the industry it 
regulates: It is dynamic and must grow with the advances in communications. 
But, in such growth the responsibility of the Commission is to remain above the 
self-interest of opposing groups, and to keep always in the forefront the protection 
and enhancement of the public interest. And in the execution of its statutory 
responsibilities, through the licensing of the use of the spectrum, the cornerstone 
of its determinations must be founded on affirmative findings that the public 
interest will be served, protected, and advanced thereby. 

Consequently, and traditionally, in considering and encouraging new uses of 
radio involving a substantial impact on the public, the Commission has required 
evidentiary hearings in order to make a thorough evaluation of the service from 
the standpoint of public need and benefit. 

Heretofore, in allocation proceedings, the showings required by the Commis- 
sion have been based on broad policy issues involving, among other things: 


(1) the public need for the service 

(2) the dependence of the service on radio rather than wire lines 

(3) the relative social and economic importance of the service 

(4) the technical feasibility of the service 

(5) the degree of public support it is likely to receive 

(6) the details of the proposed mode of operation 

(7) the degree to which the service should be made available to the 
public—i. e. whether on a limited scale or an extended competitive scale. 


This was the procedure followed in the General Frequency Allocation Proceed- 
ings in 1944 (Docket 6651) ; more recently, in the Theater Television Allocation 
ease (Docket 9952) ; and, most recently, in the pending Frequency Reallocation 
cases, Above 890 me (Docket 11866) and Between 25 mc and 890 me (Docket 
11997). 

In the Theater Television case, which also involved the requested recognition 
of “a new radio service’, the Commission was of the opinion that a fact-finding 
hearing was necessary, due to the inadequacy of the showings made in the peti- 
tions for allocation of frequencies for the service. Accordingly, the Commission, 
by Order of January 11, 1950 (FCC 50-41) designated the matter for evidentiary 
hearing upon issues similar in principle to those set forth above, for the purpose 
of obtaining “full information concerning all aspects of theatre television.” By 
Report and Order of June 24, 1953 (9 RR 1528), the Commission terminated 
the proceedings, holding, among other things, that petitioners had not shown a 
justification for the allocation of frequencies specifically for the proposed serv- 
ice and that common carrier facilities could be used for this purpose. 

In the current subscription television proceding, the Commission in its original 
Notice of Proposed Rule Making of February 10, 1955 (FCC 55-165), stated 
that “* * * before it would adopt such a significant change as subscription tele- 
vision, that the matter should be considered in a general rulemaking proceeding 
in which all phases of the problem may be afforded detailed and careful con- 
sideration.” Accordingly, it issued the Notice calling for information and data 
with respect to specified questions and issues dealing with the legal, technical, 
and general public interest considerations involved. 
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After detailed and lengthy consideration of the written submissions of the 
parties, the Commission in its Notice of Further Proceedings of May 23, 1957 
(FCC 57-530), concluded that the case made by the parties did not provide a 
fully adequate basis for concluding either that the proposals should be denied 
or that they should be granted by amending the rules so as to open the way for a 
permanent new service. The Commission therefore deferred final action and 
requested the interested parties to provide additional information directed 
toward certain specific questions which “in our opinion remain unclear and on 
which we feel the need of additional information and study in order to afford 
us a sound basis for decision.” The Commission recognized in this further 
Notice that it was not possible for it to make a sound determination concerning 
the classification of the proposed service or to reach “well-founded conclusions 
concerning its potential impact on the public and the established system of tele- 
vision broadcasting on the basis of the information submitted so far.” 

The purpose of the further proceedings, then, was to make it possible for the 
Commission to make decisions concerning the basis on which it might be desirable 
to permit field demonstrations of subscription television operations. The parties 
were requested to submit their views as to specified questions relating to trial 
demonstrations. Therefore, up to the time of Notice of Further Proceedings of 
May 23, the Commission was faced in this proceeding with a situation where the 
proponents requesting the authorization of a new service had not fully satisfied 
their burden of demonstrating that it would be in the public interest to permit 
this “significant change” in the system of broadcasting. The further Notice 
pointed out the dilemma facing the Commission by indicating that, because of 
the nature of the proposed service, concrete information could be obtained only 
through trial operations. Yet, there were certain dangers involved, in view of 
the vast investments necessary for trial demonstrations, that the matter not 
get out of hand and present the Commission with an inevitable and irresistible 
conclusion of approval, despite other adverse public interest considerations. 

We now have the comments of both the proponents and opponents in response 
to the questions contained in the further Notice respecting the conditions of a 
trial demonstration. I think it fairly clear that the anticipated assistance from 
the comments has failed to materialize. Little, if any, information has been 
submitted which would indicate how the proposed trial demonstrations would 
assist the Commission in resolving the basic issues in this case. The proponents 
have, however, indicated their belief that it is not feasible to launch and con- 
duct successful operations on a tentative trial basis, nor do they believe a trial 
conducted under limiting conditions would provide the data the Commission 
is seeking. Both the proponents and opponents urge the view that trial demon- 
trations would be neither necessary nor useful. They insist that the potential 
advantages or disadvantages of a subscription television service would not be 
disclosed by a trial demonstration conducted on a restricted basis. In other 
words, it appears that no suitable laboratory short of operations in major 
markets throughout the country would suffice. Yet operations of this magnitude 
would be contrary to the conclusion of the Commission itself in the further 
Notice that it would not permit ‘operations of such scope and magnitude as to 
induce inordinate investment either by the industry or by the public in equip- 
ment and other costs necessary for a novel type of television service on which 
we must reserve final judgment.” 

There is, in my opinion, an inadequate record presently before the Commission 
to justify at this time the authorization even of demonstrations on the scale 
proposed by the majority. 

The most critical gap in this record lies in the failure of the proponents to 
make a showing in response to the Commission’s request in Question 11 in the 
further Notice—i. e. ‘A statement of the specific ways in which it is believed that 
the conduct of the proposed field demonstrations would assist the Commission 
in evaluating the effects, impact, benefits, and potential hazards or disadvantages 
of subscription television, if it were subsequently authorized on a more general 
scale.” 

This, in my view, is the crucial “public interest” issue upon which the deter- 
minations in this proceeding must be based. Unless the Commission is in a 
position to make a sound determination that the service proposed warrants the 
use of scarce frequencies, it cannot go ahead in the absence of further adminis- 
trative proceedings. One has only to recognize that most of the recommenda- 
tions in the Report of the Network Study Staff stem from the insufficient number 
of hours of broadcast time available for effective use, to be aware of the impact 
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and implications of imposing upon this already critically limited broadcast struc- 
ture, another system which will deprive the general public of programs on their 
television sets unless they pay a fee. 

It was the above-mentioned issue which was designed to give the proponents 
an opportunity to establish the need for the use of spectrum space for this service. 
None of the proponents have made a convincing showing that the public interest 
or its need or its advantage compels the authorization at this time even of trial 
demonstrations. The record, therefore, does not thus far provide us with any 
firm data on any of the foregoing matters, each and all of which are vital to a 
publie interest determination as to the use by this service of broadcast fre- 
quencies. The Commission stated at the time of the further Notice, that, “in 
the event the additional information fails to clarify all of the important consid- 
erations we believe to be involved, we will then decide whether it will be desirable 
to conduct oral hearings on specific issues to be designated.” 

I am of the opinion that there is an insufficiency of information and data 
upon which to proceed further, and that additional proceedings of an evidentiary 
nature are necessary. I would proceed in the same manner as has heretofore 
been followed with respect to the authorization of new services, and I would 
commence evidentiary hearings on specified issues relating, among other things, 
to the need for the service proposed; the public service features; the source 
and type of programs to be presented; the financing of the proposed service; 
the mode of operation; the technical standards to be adopted; and the adequacy 
of existing or other facilities to render the proposed service. I would require 
the parties to make specific presentations in exhibit and testimony form in a 
hearing to be held before the Commission en banc, and would require the princi- 
pals of the proponents and the opponents to present themselves for examination 
and cross-examination on these vital issues. 

To allow test demonstrations on the scale proposed by the majority at this 
time and on the present record is, to my mind, to “buy a pig in a poke”. And 
the trouble may be that, when we open the “poke”, we may discover a spectrum 
hog. Existing law might well prove inadequate to maintain effective control. 
It is this very fear which was recognized early in the history of subscription 
television proposals, when in 1950, in a letter to Zenith regarding its conduct 
of a test authorization, the Commission stated : 

“As you may be well aware, the Commission is greatly concerned in retain- 
ing its full freedom of action in considering the proposed new radio or tele- 
vision services and allocations of frequencies to such services. It has been the 
Commission’s experience in connection with other new services that the pre- 
mature marketing, advertising, or distribution to the public of apparatus which 
is intended to be used in a new radio service which has only been proposed, 
or has only been authorized on an experimental basis, can lead to a substantial 
investment by the public in the service. Such an investment then limits the 
freedom of the Commission in reaching a determination that best serves the 
overall public interest, since the Commission is placed in the position of being 
required to protect the public’s investment.” 

There can be no “justification” for action at this time which causes us to 
lose our “freedom of action’, by burning our bridges behind us. To hope, as 
does the majority, that we can somehow walk the thin tightrope of “not too 
much, and yet not too little” in the proposed tests, is to underestimate the magni- 
tude of the prize at stake for those who seek it. 

Although there may be some mention in the comments thus far filed that 
subscription television could be used for other than entertainment purposes, 
it is clear when viewed realistically, that the proponents are interested pri- 
marily in the distribution of entertainment programs of wide popular appeal. 
It seems to me too much to expect that entrepreneurs will forego the potential 
profits of directing their programs to a mass audience in order to render a 
service, however desirable it may be, to a smaller more select audience. And, 
it should be noted, that the proposed service here would be riding “piggy back” 
on a broadcast system to which the entire public has heretofore had free access: 
and now presenting the real possibility of “blacking out” a portion of the 
general public for whose benefit this segment of the spectrum was intended 
and dedicated. 

Turning to the majority Report itself, there are several aspects with which 
I disagree, some of which are discussed below : 

The basic technique of the majority is to attempt to devise or formulate 
policy here by a case-to-case approach on individual applications. In a matter 
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of this importance, the policy should first be fixed in all particulars, and then 
it should be applied to individual cases. I do not think we will be able, once 
the thing is unleashed, to keep the situation from getting out of hand by at- 
tempting to curb possible abuses as they arise, without first establishing our 
definitive policy criteria with regard to the important public interest consid- 
erations. 

The conditions being set up in the majority Report for trial demonstrations 
(even if they are accepted by the proponents, which they may not be) should 
be the very issues set down for prior hearing, evidence and determination on 
a full record. It is no answer to say that there can be no determination with- 
out an opportunity for negotiating by the various parties involved in the pro- 
posed operation and a real trial “in the flesh’. Let the interested parties do 
their bargaining first—before they put the public to vast expense—and let them 
come before us with concrete proposals, which can then be judged as to whether 
they would benefit the public over-all. This is no more than we require of 
applicants for authorizations in other radio services, both broadcast and non- 
broadcast, before we let them go on the air. 

The provision for hearings before revocation or modification of these “tempo- 
rary”, “test” authorizations (unfortunately, but admittedly necessary to satisfy 
the legal requirements imposed by the 1952 Amendments to the Communications 
Act) presents the real possibility of stringing this out long beyond a mere 3 
years, and is further reason why we should not go ahead until we have a firm 
foundation of fact and policy determination. 

With respect to the question of proper classification of the proposed service, 
although not decided by the majority at this time, I think it should be pointed 
out that the two precedents in the Commission’s own case law on this matter 
(i. e. the Bremer Case 2 FCC 79 and the Muzak Case FCC 581—clearly point 
the way to a holding that subscription operation is a non-broadecast service. 

It is my belief, in conclusion, that there is no need, and that there has been 
no showing, for such undue haste in the matter of trial demonstrations of sub- 
seription television. If subscription television has the potential of public ac- 
ceptance prophesied by the proponents, then it would appear to me that the 
cost of a wire system would be no bar to its success. With the present shortage 
of time availabilities, all alternative methods should first be fully explored. 

Time is not of the essence for a subscription service over television stations. 
If, later, no alternative method proves practicable and such a service were to be 
found desirable, the television stations will still be there for use. 

But for the present, if we recognize and realize that we are dealing in this 
instance not only with a wholly new service, but with a new “creature” in the 
industry; and if we realize that we have serious problems here of a regulatory 
nature, we ought not to go ahead in the absence of that information which is 
necessary to make an affirmative finding that the public interest would be served 
by the authorization of this new service. The only sound administrative way to 
Obtain that information is through an evidentiary hearing upon appropriate 
issues designed to obtain full and complete information and data respecting the 
myriad of factors underlying this significant change in the broadcasting struc- 
ture of our country. 





CONCURRING STATEMENT OF COMMISSIONER MACK 


Attention is directed to the Notice of this Commission of May 23, 1957, and 
my concurring statement which was as follows: 

“The background and history of the proceedings in Docket 11279 are amply 
covered in this Notice. In my opinion, prior to any further proceedings in this 
docket the Commission should have resolved the basic question as to whether 
or not the authorization to licensees to broadcast a signal for which the public 
must pay a fee to receive is in the public interest. 

“However, a majority of the Commission feels that the resolution of the 
aforementioned question cannot be made without the further proceedings pro- 
vided for in this notice and I feel that this makes these further proceedings 
necessary.” 

In light of the record that is now before the Commission in this proceeding, 
it is my opinion that this order is proper. It clearly places the licensee on 
notice that this type of service will be on a trial basis. As a result of the trial 
operation, the Commission will have information on the basic questions as to the 
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technical problems and as to the effect on the public; that is, free as against pay 
television. This information will place the Commission in a position to resolve 
the question raised by me in the concurring statement quoted above. 


The Cuamman. This brings us to the present time, and it will now 
be the privilege of the committee to receive the testimony of the Com- 
mission with respect to the legal issues and the public interest ques- 
tions involved in subscription TV operations, and to hear other wit- 
nesses who are interested in this subject-matter. Throughout the 
lengthy proceedings conducted by the Commission with regard to sub- 
scription television operations, beginning in 1950 with a grant of au- 
thority to the Zenith Radio Corp. to conduct a 90-day experiment in 
Chicago, Ill., individual commissioners have expressed their own 
views with regard to the Commission’s authority and the public-in- 
terest questions involved, 

I note that the Commission’s first report. of October 17, 1957, like- 
wise, contains a dissenting statement from Commissioner Bartley. 

On the other hand, Commissioner Lee, not so long ago in a maga- 
zine article, set forth his personal views with regard to this subject. 

(The article referred to follows :) 


EXHIBIT 12 
Let’s GIVE THE PUBLIC A CHANCE AT PAID TV 
(By Robert BE. Lee, member, Federal Communications Commission ) 


When I was a boy, my father advised me to stay out of needless controversy. 
“Never argue about religion or baseball teams,” he said. “There is no point in 
arguing when there is no hope of changing opinion.” If my father were living 
today, I have no doubt that he would add subscription television to the list of 
topics that should not be argued. 

“Subscription television’—more simply known as “paid TV”—is the name ap- 
plied to all systems by which TV viewers can select a program being broadcast 
in garbled form and, through a code furnished to them for a fee, unscramble 
the program and see it. Those who pay can see the program; those who do not 
pay cannot see it. 

Various systems have been proposed for subscription television, and it is not 
my purpose, here, to argue the relative merits or demerits of one system over 
the other. The fact is that these systems have been perfected and can provide 
a reasonably foolproof method for viewers who might want to pay for programs 
they wished to see, in preference to, or in addition to, programs they now get 
“free.” 

Since subscription television is now pending before the Federal Communica- 
tions Commission, I hasten to remind the reader that the views expressed here 
are my own and do not reflect the opinion of the Commission. Nor do they 
indicate what action, if any, the Commission will ultimately take. 

Subscription television has been argued at length before the Commission. 
The record is now closed. Nearly 24,000 individual comments have been re- 
ceived—the most ever received by the Commission on any proposal. These 
proposals and counterproposals fill 69 volumes, each 3 or 4 inches thick. If 
placed in a pile, these volumes would reach to a height of more than 18 feet. 

I have labored through this testimony and found nothing that I did not know 
before the Commission asked for it. The pros are still ‘for’ and the cons are 
still “against.” Neither side, it seems to me, has presented anything new or 
novel. I am convinced that endless legal procedures, hearings, and “studies” 
will never answer the questions: Does the public want subscription television? 
Will the public support it? I submit that the only way to answer these ques- 
tions is to let the public answer them. Experts on what the public wants, or 
what the public will do, have been wrong too often. Nor can a Government 
commission, despite all the hearings in the world, determine the public’s wishes. 
I believe the only way to learn the public’s desire is to give paid TV a trial 
in the tradition of our free American system. If investors are willing to gamble 
the huge sums that paid TV will require, why not let them make the attempt 
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and put a lot of people to work? Six months might give us the answer. In 
any case, I feel that the issue can be settled only by putting the show on the 
road and letting the box office tell the tale. 

Is subscription TV consistent with the public interest? I believe it may very 
well be. Don’t let anyone kid you about this being a contest between something 
you now receive free and something you will pay for under these proposals. 
Broadcasting is not now literally free. Your investment in your set is a cost to 
you. In a sense, the products you buy include the cost of the advertising which 
pays for the programs you see. But I do not dispute the argument that this 
cost for advertising actually lowers the final price to the consumer by insuring 
mass markets, mass production and therefore lower prices. As I see it, this 
argument over cost is irrelevant. Under a free system, people should be free to 
pay for goods they want—including television entertainment. 

My contention, simply, is that the public may not only wish to view the free 
programs they now see; the public may also be glad to pay for the pleasure of 
seeing programs they do not now receive—current Broadway plays, major sport- 
ing events, superior film productions and the like. 

It is true that many paid TV programs would be beamed at only relatively 
small segments of our population which have a particular interest in some 
subject, for example, the Metropolitan Opera. However, a small segment of 
our 37,500,000 receivers would support such programs at modest fees, and indeed 
contribute to our cultural requirements—an objective devoutly to be desired. 

Consider, too, the educational applications: correspondence courses by air. I 
saw a film exhibited by one of the proponents of subscription TV in New York 
City illustrating this point. This particular film was a half-hour portrayal of 
an actual surgical operation demonstrating a new technique for heart surgery. 
With the exception of perhaps 2 minutes, the film was palatable and instructive 
to the lay audience. At the point of the actual incision, the picture was scram- 
bled so that only the subscribers could see the surgical technique. 


TRIAL-AND-ERROR METHOD HAS WORKED 


I am told there are approximately 20,000 doctors in the Greater New York 
area. No medical arena could hold more than a handful, yet all of them could 
view such an operation on their sets at home or in the office. What a boon to 
medicine. Imagine the value of such a program on a national hookup to doctors 
around the country. Medical education could be advanced broadly overnight 
and many lives might be saved. Certainly any system so potentially valuable is 
worth a trial. 

American enterprise has prospered through trial and error, and there is no 
reason why television should not benefit from that ages-old method. The advent 
of television gave a terrific impetus to our economy. The T'V peak has passed, 
however, and the industry is beginning a settling process that is squeezing more 
and more TV stations off the air for lack of financial support. One of the 
major networks recently issued a study indicating that the economy of the 
country could not support more than 600 TV stations in the foreseeable future, 
despite the fact that there are still 1,200 possible stations available for assign- 
ment. 

TV stations, like radio stations, have to be assigned by the Federal Communi- 
cations Commission, just as airplanes have to be assigned to certain routes and 
altitudes to keep them from flying into each other. In the case of radio and TV, 
these assignments are made to prevent overlapping of signals between two or 
more stations in a given area. In TV, particularly, this presents a problem. 
Imagine the available radio spectrum as a very long vertical ruler whose mark- 
ings are the frequencies to which various users of the spectrum are assigned. 
Since the number of users of the spectrum grew like Topsy, and since the ruler 
is not tall enough to accommodate all who want the best parts of it, assignments 
have been made all up and down it. 

Now it is a scientific fact that the lower you are on the ruler the better signal 
you have. Those stations on the upper part (UHF or ultra high frequency) have 
difficulty competing with the better signals on the lower part of the ruler or 
spectrum (VHF or very high frequency). Since there is a searcity of space on 
the lower part, it has been necessary for the Commission to assign television 
stations on the higher part (channels 14 through 838), in addition to the rela- 
tively few channels in the lower frequency (channels 2 through 13), in an at- 
tempt to provide a nationwide, competitive system. 
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As these channels have come on the air, the stronger signal characteristics of 
the lower channels have compelled the programing sources (mainly networks) 
to prefer them, leaving broadcasters on the higher channels at a serious dis- 
advantage in coping with their competitors. Naturally, the national advertiser 
(the primary financial support of TV) wants his program on these lower chan- 
nels. To compound the problem, the manufacturers of TV receiving sets are 
loath to make sets which will receive all channels. Since the better programs 
and coverage are principally on the lower channels, there is little demand for 
an all-channel receiver. Moreover, an all-channel receiver is more expensive to 
make. This higher cost and smaller demand mean that the manufacturer with 
a more expensive set that has little market cannot meet his competition. 


LOCAL STATIONS HANDICAPPED 


The result is that if a citizen wants to receive the higher signals, he must first 
buy a set, then buy a separate converter for the same set and a special outdoor 
antenna. Since the programing on the higher channels is less attractive (being 
poorly financed), there is no incentive for the citizen to make the costly con- 
version. Hence, for the most part, those stations on the higher channels are in 
dire straits. I say “for the most part” because I do not want to create the im- 
pression that the higher-channel service is a complete failure. It is doing very 
well in a few markets where good programing is available. 

Good TV programs cost money, and the cost of first-rate entertainment is well 
beyond the resources of local independent stations which have to rely on local 
advertisers who cannot afford to use network TV shows that are seeking a mass 
market for products. A 10-second “spot” announcement in a major market can 
cost an advertiser **00 to $1,200. 

Thus the high-channel station not only suffers the handicap of a poorer signal, 
it also suffers the handicap of a smaller sales potential and consequently a much 
more modest program budget. Even in those cases where a local station has been 
able to develop a hit show, that station soon loses its talent to the lure of Broad- 
way and Hollywood. Recently, local stations have benefited from a change in 
movie producers’ opposition to the release of good films for television. The Walt 
Disney productions, Million Dollar Movie and other similar programs are on the 
march. But the promise of adequate programing in the future, from other than 
networks, is small solace right now to the station operating in the red. 

This is not a healthy situation, since it tends to centralize the control of 
programing in relatively few hands. While I believe the years ahead may correct 
whatever evil lies herein, a more immediate solution may be within our grasp 
if we seriously consider paid TV. Subscription TV could be a boon to the inde- 
pendent station. More stations mean more competition and encouragement of 
local outlets. 

An equally compelling reason for more TV stations is the American tradition 
of competition and freedom in the field of public opinion. I believe that TV 
cameras do mold public opinion through their treatment of current events, politi- 
cal personalities and campaigns. The persuasive voice and compelling person- 
ality leave a mark on the public mind. There is a public interest, therefore, in 
fostering the utmost possible competition in TV to make sure that all viewpoints 
have an outlet. 

At present, a Senate committee is examining the problems of TV stations whose 
demise is imminent in many, many communities. The problems of these stations 
can be traced directly to lack of revenue—an inevitable result of poorer signals, 
smaller audiences, smaller markets and, therefore, insufficient income. Sub- 
scription TV, it seems to me, provides a great possibility for exploration, since 
it would, if successful, provide an additional source of revenue. Again, I say if 
successful. Paid TV would, of course, fail if the public does not want it. It 
will have to be very good to compete with some of the fine free TV that is now 
available. I do not believe the public will pay for what it now gets free. 


FOUR-POINT PROGRAM OFFERED 


Therefore, I suggest a program be initiated by the Federal Communications 
Commission, under which the Nation and its television stations and viewers may 
test the public acceptability of paid TV. I leave open the question as to whether 
or not congressional action is necessary. While I personally believe it is not, the 
Congress can provide it if needed. I suggest the Commission : 
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1. Approve subscription TV on a broad basis, leaving to the entrepreneur the 
choice of the system he wishes to use. { 

2. Apply some temporary restrictions until we know where we are going. 
For example, we might consider limiting it, in the initial stages, to the UHF 
portion of the band, with perhaps some further restrictions on the amount of 
time which could be charged for, in order to protect free broadcasting. If the 
early tests indicate public acceptance, we could perhaps remove all restrictions 
and “let the buyer beware,” as he must in any other purchase. 

3. Permit this test of paid TV to continue for a period long enough to truly 
test public reaction, give stations and programing facilities time to work out 
the necessary changes in their operations and test public reaction to a variety of 
paid programs. 

4. Permit stations to drop paid TV if they find to their own satisfaction that 
it does not fill a market need in their own area. If subscription television has 
all the drawbacks that its detractors say it has, the publie will reject it and no 
further action will be necessary by the Federal Government to dispense with it. 
On the other hand, if it fills a public need, and the public shows by its patronage 
that it wants paid TV, then permanent Government approval in the form of a 
Commission ruling or legislation should be enacted to formalize what the public 
has already shown it desires. 

The television industry—in the manufacture and sale of TV receivers, in the 
vast operations of programing, broadcasting, and advertising—is too big and 
too important to the economic and cultural welfare of the American people to 
be limited, unnecessarily, to a system subsidized solely by advertising. The 
industry, and the country, would benefit, I believe, by a fair trial of paid TV. 
Such a trial would be in the tradition of our free system in which customers are 
free to choose in the open market. I would like to see our television audiences 
given the opportunity to cast their vote for or against paid TV. 

The Cuarrman. Under these circumstances, it seems desirable to 
me as soon as we have the first witness conclude his testimony, that 
we have the Chairman of the Commission then make a statement on 
behalf of the Commission, followed by a statement of his own per- 
sonal views, if he cares to saa any additional personal views. 

Then the committee will be glad to hear from individual members 
of the FCC in order to ascertain their support of or dissent from the 
position of the Commission as a whole, or such other information and 
position and statement as each member might desire to make. 

We thought that by having a panel set up of the Commission in 
order to discuss this matter thoroughly we might more appropriately 
develop the facts. 

The first witness we have this morning is a colleague of ours, who 
has been interested in this subject matter for many years. 

He is the distinguished chairman of the great Committee on the 
Judiciary of the House of Representatives, Hon. Emanuel Celler. 
He has introduced a bill on the subject in this Congress, and I believe 
also, heretofore, in a previous Congress. He has advised this com- 
mittee from time to time of his interest in the subject matter. 

Even though we are not at this time considering a bill, or any pro- 
posed legislation, but the subject itself, we do feel that it is very 
appropriate to have our colleague with us to open these hearings this 
morning. 

We are very glad to welcome our distinguished friend from New 
York, Mr. Celler. 

Mr. O’Hara. Mr. Chairman, before the witness proceeds, some of 
my colleagues feel that they would like to have a copy of the state- 
ment that the chairman just. made, if it is possible that they be sup- 
plied with it. I wonder if that might be done, Mr. Chairman, for 
members of the committee, 
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The Cuairman. That will be done, just as expeditiously as possible, 
and Iam sure within a very few minutes. 

Mr. Celler, we appreciate your interest in this very important ques- 
tion. We are very glad to have you appear this morning as the first 
witness on the subject. 


STATEMENT OF HON. EMANUEL CELLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Cetier. Mr. Chairman, I am deeply appreciative of the oppor- 
tunity to present my views on this very important matter, to you and 
to my other distinguished colleagues on this committee. I appear 
in opposition to pay-as-you-see television, and to urge prompt con- 
sideration of my bill H. R. 586, to prohibit the charging of a fee to 
view telecasts in the home. To conserve the committee’s time, I shall 
summarize my prepared statement. I beg leave to have this prepared 
statement inserted in the record at the end of my oral testimony. 

The CuHarrman. It may be included in the record. 

Mr. Crtter. The one purpose of my bill is to keep faith with the 
American people for, basically, it is they who own the airwaves that 
are used in broadcasting television programs. From the beginning 
of television we have constantly encouraged the people to believe that 
the cost of their receiving equipment is also the full price of their 
admission to all programs broadcast over those airwaves. 

Present proposals to preempt certain channels for television at a 
price, and to block the people’s access to programs broadcast over those 
channels unless the fee is paid, seem to me to involve a wanton im- 
pairment of the rights of the public in the spectrum. Such action will 
turn the substantial cost of a TV set into a mere downpayment to be 
followed by lifetime installment charges for the privilege of enjoying 
a public resource. 

Let it is clear that, unless Congress takes prompt and explicit action, 
the Federal Communications Commission will shortly authorize wide- 
spread broadcasts of pay television on an experimental basis as a 
prelude to regular subscription TV assignments. Such authorization 
will threaten the very existence of free program reception upon which 
millions of Americans have come to depend. The foreseeable result 
is a television system in which we will all be paying for much the 
same TV fare which now comes to us without cost. The Commis- 
sion’s apparent determination to proceed quickly, unless Congress 
forbids, has placed upon us as legislators the responsibility to act 
without delay. 

Conversion of any segment of the spectrum to the service of toll 
television will only increase viewers’ costs and broadcasters’ profits, 
and this without producing any long-term improvement in programs. 
It will contribute to still greater concentration of industry control 
in the same hands as at present—those of the networks—and obscure 
the need for, and further delay, much-needed industry reforms. And 
it may result in the ultimate disappearance of free-to-the-viewer pro- 
graming, as we know it. Indeed, mere experimentation in these tech- 
niques may start a trend that will be impossible to control. 

Proponents of pay television present a most alluring picture of 
supplemental and superior programing to suit divergent tastes. They 
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say that the two systems can exist side by side. They insist that sub- 
scription programing need not withdraw any substantial amount of 
facilities or of talent from their service in free television. By way 
of special bait, the long-suffering prospective subscriber is invited to 
drool at the prospect of quality programs with no commercials. With 
all these supposed advantages, the advocates of pay TV conclude, the 
sporting and democratic thing to do is to permit trials in which the 
people may themselves select the method of broadcasting that. best 
suits their tastes. 

If I could believe in this television heaven I would not, of course, 
be opposed to the projected experiments, but upon closer scrutiny the 
elements of this most attractive picture dissolve and disappear; the 
objectives envisioned by the advocates of subscription television sim- 
ply cannot be achieved. 

True, pay TV would result in added financial revenues for broad- 
casting, since the vast television viewing audience is a gold mine for 
exploitation by way of direct charges. 

But it does not follow that pay TV would produce better shows. 
Actually, there is no present dearth of programing resources, whether 
finane ial, technical, or artistic. Present-day television can produce 
superlative programs, and sometimes does. All that is needed is jsro- 
ducer confidence in the validity of the public taste. 

Those who look to pay TV for programs of greater intellectual con- 
tent or artistic merit are, I fear, doomed to disappointment. Pay TV 
cannot be expected to devote itself extensively to artistic or intellec- 
tual programs. Under pay TV, as at present, the pressure will be to 
ater to a mass market for maximum profit. This is generally true 
in all areas of the entertainment field. 

There will be the usual appeal to as many viewers as possible in 
order to rake in more dollars, ‘That means appeal to the lowest de- 
nominators of public intelligence and desire. That appeal presently 
exists in free TV and is the root, indeed, of much evil. 

Nor is there reason to believe that there will be total freedom from 
commercials. At first, no doubt, advertising would be kept out of 
subscription TV programs, but as acceptance of the new techmique 
is achieved it is imevitable that commercials will be introduced for 
the extra revenue they will produce, 

It is thus extremely unlikely that pay TV will produce either of 
the objectives by which it is attempted to be justified—that is, pro- 
gram improvement and freedom from commercials. 

Let me make it clear, though, that the objection to pay television 
goes much deeper than this. The objection is based on the fact that 
experimentation with pay TV threatens to start a chain reaction 
which cannot be controlled and which may end by destroying free 
television. For the assumption that free and pay television can co- 
exist is open to the gravest question. 

In the first. place, the success of initial experiments will create de- 
mand for entry into the new fields which it will be difficult to resist. 
Station after station and program after program would be with- 
drawn from free TV service to the service of toll TV. An example 
of the way in which talent will be inexorably drawn to the subscrip- 
tion technique may be found in the sports field. 
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Games of the Los Angeles Dodgers and the San Francisco Giants 
apparently will be unavailable for free TV, beginning next year, 
since broadcasting rights are being sold to toll-TV interests which 
propose to use a closed-wire system. This, although pay TV is not 
yet even a reality. As sports events begin to be broadcast over pay 
TV, they will cease to he available to free TV. Even the radio 
reporting of sports events may be stopped in order to protect the 
market for pay TV broadeasts. 

Programs like I Love Lucy or the Ed Sullivan Show could not 
remain free very long. The enticements and blandishments of 
stupendous compensation could not be resisted. Pay TV would cap- 
ture such programs in a trice. Most other good programs would 
follow suit. Thus, turnstile TV would soon siphon off the best talents 
and the best attractions, and leave free TV a barren waste. 

This pressure of profitability must eventually leave its mark even 
upon those interests like the networks who, up to now, have opposed 
pay TV. Suppose, for example, that an unaffiliated UHF station 
is permitted to experiment with pay television and that the experi- 
ments prove profitable. Local network affiliates would be impelled 
to protect their positions by applying for the same privilege. At 
this point the networks, in defense of their concentration of skills, 
facilities and talent would have to abandon their opposition and to 
enter the field in order to protect their investments and their posi- 
tions of dominance in the industry. This is no idle prediction. The 
president of each of the two major networks has conceded as much. 

In these circumstances, it is nonsense to speak of the projected 
tests as the submission of questions of public preference to the people 
for their choice. There can be no widespread plebiscite among 
viewers. Programs will be offered if enough viewers are found who 
are willing to pay—this need not be millions of viewers. The great 
majority, however, will have been deprived of their free access to 
station and program without an opportunity to register their choice, 
thus resulting in a division of the television autienne based upon 
ability and willingness to pay. 

Beyond that, the proposed experiments cannot be turned on and off 
at will. That is very important to remember, Mr. Chairman, and 
I repeat—proposed experiments cannot be turned on and off at will. 
Experimentation in such a dynamic field as television has long dem- 
onstrated that the price of no return may lie dangerously close to the 
threshold of experiment. If trials are conducted on a base broad 
enough to produce meaningful results, their success tends to generate 
vested interests and irresistible pressures. Thus, what is projected 
as a test all to frequently turns into an irrevocable commitment. 
Mistakes are peculiarly costly and all but irremediable. 

A notable instance of this tendency of an experiment or expedient 
to become jelled as irreversible practice is the Commission’s action in 
1952, when it authorized UHF broadcasting intermixed in the VHF 
saturated areas. By forcing the UHF operators who had no estab- 
lished receiver set circulation to compete with well-established VHF 
stations, the Commission made it virtually impossible for the new 
method of broadcasting to survive. Although the Commission soon 
recognized its error, it has not yet solved the problem that was created. 
The obvious explanation of the Commission’s long failure to provide 
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an effective remedy is that it desired to avoid hurting the profitable 
established VHF stations with which it was impossible for the UHF 
stations to compete. 

I mention this not to belabor past errors of the Commission, but be- 

‘ause it contains a clear warning against improvident experimentation 
with subscription television. ‘Such experimentation may open the 
door to a plague of consequences that may prove virtually impossible 
to correct. Stations whose programs the viewing audience is accus- 
tomed to watch may be blacked out for those who cannot spare the 
price; the best of existing free programs may be preempted by pay 
TV; the trend noted by the Antitrust Subcommittee, toward monopo- 
lization of talent, may be accelerated, and the television audience will 
be divided along economic lines. 

In this way a method of broadcasting will be inaugurated that may 
well destroy free television as we know it. For, if these experiments 
prove financially successful, those concerns which have carried out 
the tests will have a compelling and wholly proper interest in recoup- 
ing their outlay of risk capital. In addition, those elements of the 
industry, including the networks, which have not been directly in- 
volved in the trials, will have an equally proper and compelling in- 
terest in protecting their existing investments—an interest which must 
inevitably dr ive them into the new fields as applicants. 

It is easy to see where all this will lead. P -rofitability will dictate 
the extension of the experiments. Pay television will enter ever 
wider areas. ‘The networks are more than likely to end up by supply- 
ing the programing for pay TV as they do at present in free TV. 
With a dominant industry position and vast resources the networks 
have produced only the present level of program quality in free tele- 
vision. What reason is there to suppose that they will be moved to 
improve the level in subscription television ? 

Chances are that the programing will be pretty much the same, but 
with this difference: It will be more profitable to present and more 
expensive to receive. Meanwhile, free television will have been 
relegated to a secondary, economically impossible position. This turn 
of events, if it is allowed to occur, would most shabbily serve the pub- 
lic, in whose sole interest the FCC is authorized to grant broadcast 
licenses. 

In addition, there are substantial antitrust reasons why the televi- 
sion broadcasting industry should not be subjected to pay TV at this 
time. As found by our Antitrust Subcommittee’s report last June 
the achievement of a truly nationwide and competitive television 
broadcasting system has been frustrated by restrictive practices on 
the part of the networks and others, which tend toward concentration 
of power in the hands of the network organizations. 

t ‘he task of putting television’s house in order is still far from com- 
pleted. The Commission’s own experts on its network study staff, 
in the so-called Barrow report, independently reached conclusions 
concerning restrictive practices in the industry, very similar to the 
findings previously arrived at by the Antitrust Subcommittee. 
Prompt implementation of these reports by the Commission is essen- 
tial and may take many more months. At least until the present 
obstacles to the healthy development. of free television have been 
removed, there is no room for experimentation that carries with it 
a threat to the very existence of free program reception. 
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The grave dangers involved in the proposed tests and the abrupt 
departure they would mark from existing practice in both radio and 
television lead naturally to the question whether these tests can law- 
fully be authorized by the FCC under existing law. A number of 
circumstances tend to indicate the absence of any such authority. 
The Communications Act does not, of course, expressly authorize pay- 
television. Rather, an underlying purpose of the act is regulation 
that will make communications systems “available, so far as possible, 
to all the people.” If Congress, contemplated that the public would 
be required to pay a fee for access to programs broadcast over the 

ublicly owned frequencies, it would certainly have made provision 
tor the filing of tariffs and the regulation of rates, as it did in the 
case of telephone and telegraph companies. 

Thus, the tests under contemplation would introduce a method of 
spectrum exploitation for which no clue of approval nor any frame- 
work of regulation has been provided. Whenever the Congress says 
to any entity, “You shall be insulated from competition,” as it does 
with railroads, airlines, or shipping lines, what does it do? It sets 
up a commission that determines the rates. The sky cannot be the 
limit. Thus, the Interstate Commerce Commission fixes rates; the 
Maritime Commission fixes rates. Where is such a power here? The 
Federal Communications Commission has no power to fix the rates. 
Are we going to get into the intolerable situation where any station 
can charge as much as it will? Will the sky be the limit for a pro- 
gram? Shall the public be mulcted? And it will be mulcted. We 
must thus pause when we hear this argument that there is authority. 
I am convinced there is no such authority. 

I participated in the debates when the original Communications 
Act was enacted, and I participated in the enactment of the amend- 
ments. Never did I hear anyone contend that there was to be au- 
thority in the Communications Act to enable a charge for any kind 
of a program. It was never within the contemplation of Congress 
to give the Federal Communications Commission such authority. 
And the proof positive is that there is no power in the Commission 
to determine the rates. 

The Commission has frankly acknowledged its difficulties in at- 
tempting to classify the proposed new service under the existing law. 
It just doesn’t fit. 

For these reasons, I have urged that the risks involved in the pro- 
posed trials are of such magnitude, and the existence of the Com- 
mission’s authority to embark on them is so questionable, that the 
Commission would be wise to refer the entire policy question to Con- 
gress, which has ultimate responsibility. 

Last October, nevertheless, the FCC issued a report in which it 
invited applications from television stations and others for authori- 
zation to conduct trial subscription television operations on a limited 
basis. The entire tenor of the report serves notice that the Com- 
mission majority is determined to authorize trial demonstrations of 
pay-TV. Unless Congress, at the suggestion of this committee, in- 
tervenes, the entire policy issue will be rendered moot. 

According to the atic Commissioner, moreover, both the pro- 
ponents and opponents of subscription television before the Commis- 
sion urged that test demonstrations are not necessary or useful, because 
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no trial on a limited basis can disclose the ultimate effects of pay tele- 
vision. I believe that the true character of the proposed trials stands 
thus revealed. 

In the guise of a search for the true public interest, the tests will 
merely provide a demonstration of the profitability of subscription 
television. Once that has been established, the fat will be in the fire. 
Without a hearing, and without congressional approval, the Commis- 
sion will have taken the very step it now says it is too early to evaluate. 
Later hearings will merely reflect the new set of conditions which 
the tests have » ushered i in. They will disclose that a highly profitable 
technique has been inaugurated under FCC approval, and a new con- 
cept of the public interest will have been fashioned, as the result of 
the Commission’s ostensible inquiry. 

In the light of these developments, Congress should act promptly 
to clarify its intention. I repeat: the authority of the FCC to insti- 
tute pay television broadcasting on channels used by free television 
is extremely dubious at best, but I am confident that the Commission 
will refrain from taking any final action in authorizing the proposed 
tests long enough to enable Congress to act. 

The question has been raised, and I want to make it clear once 
more, that the objective of my bill is to prohibit the use of the spee- 
trum for restricted broadcasting. It is true that some, but by no 
means all of the problems that I have raised apply also to so-called 
closed-circuit or wire-toll television. The principal difference, of 
course, is that closed-circuit transmission does not involve the radio- 
frequency channels, but utilizes point-to-point communication by 
wire. Hence it does not involve the withdrawing of any part of the 
airwaves, or of broadcast stations from the free broade asting service. 

The need for Federal regulation of closed-circuit TV has not yet 
been demonstrated, but it is entirely possible that such need will arise. 
The time may come when it will be neither feasible nor fair to sub- 
ject on-the-air television to express Federal regulation, while exempt- 
ing the closed circuit. Should that time come, the reach of the Com- 
merce clause amply empowers Congress to provide needed regulation, 

Meanwhile, I urge that Congress promptly clarify its purpose that 
the precious television spectrum shall not be withdrawn from service 
of all the people. I trust that congressional power will always be 
used to the full extent necessary to assure the public of the fullest 
enjoyment of its natural resources. 

Thank you very much. 

(Complete statement of Representative Celler follows :) 


STATEMENT OF REPRESENTATIVE EMANUEL CELLER, CHAIRMAN OF THE COMMITTEE 
ON THE JUDICIARY, HOUSE OF REPRESENTATIVES, IN FAvor or H. R. 586 


I appreciate the opportunity of appearing before this distinguished committee 
to urge prompt and favorable consideration of my bill, H. R. 586—a bill te 
prohibit the charging of a fee to view telecasts in the home. The one purpose 
of this bill is to keep faith with the American people for, basically, it is they 
who own the airwaves that are used in broadcasting television programs. From 
the beginning of television we have constantly encouraged the people to believe 
that the cost of their receiving equipment is also the full price of their admission 
to all programs broadcast over those airwaves. 

Present preposals to preempt certain channels for television at a price, and to 
block the people’s access to programs broadcast over those channels unless 
the fee is paid, seem to me to involve a wanton impairment of the rights of the 
public in the spectrum. Such action will turn the substantial cost of a TV 
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set into a mere downpayment to be followed by lifetime installment charges 
for the privilege of enjoying a public resource. Yet it is clear that, unless 
Congress takes prompt and explicit action, the Federal Communications Com- 
mission will shortly authorize widespread broadcasts of pay television on an 
experimental basis as a prelude to regular subscription TV assignments. Such 
authorization will threaten the very existence of free program reception upon 
which millions of Americans have come to depend. The foreseeable result is a 
television system in which we will all be paying for much the same TV fare 
which now comes to us without cost. The Commission’s apparent determina- 
tion to proceed quickly, unless Congress forbids, has placed upon us as legis- 
lators the responsibility to act without delay. 

H. R. 586 would meet that responsibility by amending the Federal Commu- 
nications Act to make clear that the FCC shall not authorize or permit any 
television station to impose a toll, fee, subscription, or any other charge, direct 
or indirect, on the general public for the privilege of viewing television pro- 
grams at home. The bill would make it unlawful for television stations to 
make such a charge or to scramble or encode their programs in such a way as 
to prevent the public from viewing them unless a fee is paid. 

I have studied the current proposals to curtail the rights of the public in 
the television spectrum from a variety of viewpoints—that of a Member of 
Congress, concerned with administration of a public trust in a precious and 
limited natural resource; that of chairman of our House Antitrust Subcom- 
mittee, which recently reported on restrictive practices leading to concentration 
of control in the television broadcasting industry; that of a lawyer, interested 
in the ostensible statutory basis upon which the proposed tests are attempted 
to be justified ; and last but not least, that of a member of the television audi- 
ence, deeply interested in any proposal that will stimulate program improvement. 

Careful study has convinced me that conversion of any segment of the spec- 
trum to the service of toll television will only increase viewers’ costs and broad- 
casters’ profits, and this without producing any long-term improvement in 
programs. It will, I fear, contribute to still greater concentration of industry 
control in the same hands as at present—those of the networks—and will ob- 
scure the need for, and further delay, much-needed industry reforms. More- 
over, the profit potential of thees new techniques is such that their introduction 
may result in the ultimate disappearance of advertising supported, free-to-the- 
viewer programing, as we know it. Indeed, mere experimentation in these 
techniques may start a trend that will be impossible to control. 

Proponents of pay television present a most alluring picture. In the new 
technique they not only see added financial resources for the broadcasting indus- 
try, but, more important, they promise supplemental and superior programing 
to suit divergent tastes. No reason, they say, why enlightened minorities should 
not now have programs of their own choosing; no reason, either, why the two 
systems should not exist side by side. Let those who like things as they are 
continue to tune in on existing free programs, they say, and let those who are 
willing to pay enjoy the superior fare that will be served up to them for a fee. 
These enthusiastic supporters of restricted viewing insist that subscription pro- 
graming need not withdraw any substantial amount of facilities or of talent 
from their service in free television. By way of special bait, the long-suffering 
prospective subscriber is invited to drool at the prospect of quality programs with 
no commercials. With all these supposed advantages, the advocates of pay TV 
conclude, the sporting and democratic thing to do is to permit trials in which the 
people may themselves select the method of broadcasting that best suits their 
tastes. 

If it were possible for me to believe in this television heaven, I would not, of 
course, be opposed to the projected experiments. The pity is that upon closer 
scrutiny the elements of this most attractive picture dissolve and disappear. 
As I shall demonstrate, the objectives envisioned by the advocates of subscrip- 
tion television simply cannot be achieved. 

Of course, it is true that pay television would result in added financial revenues 
for broadcasting. The vast, untapped television viewing audience is a veritable 
gold mine for exploitation by way of direct charges. Modest charges to a rela- 
tively restricted group of subscribers can produce tremendous revenues, 

But it is quite another thing to assert, nor does it follow, that because pay 
TV would collect new revenues it would produce better shows. The inventions 
in pay TV that are being promoted have nothing to do with program production. 
They comprise devices for scrambling and unscrambling programs, restricting the 
viewer, monitoring his viewing time, and calculating his bill. Absence of these 
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devices has not hampered the development of television shows, nor will their 
presence produce program improvement. Actually, there is no present dearth 
of programing resources, whether financial, technical, or artistic. Present-day 
television can produce superlative programs, and sometimes does. All that is 
needed is producer confidence in the validity of the public taste. 

Those who look to pay TV for programs of greater intellectual content or 
artistic merit are, I fear, doomed to disappointment. Pay TV cannot be expected 
to devote itself extensively to artistic or intellectual programs. Under pay TV, 
as at present, the pressure will be to cover a mass market for maxium profit. 
This is generally true in all areas of the entertainment field. Nor is there reason 
to believe that there will be total freedom from commercials. What is there 
to prevent a franchise holder from selling commercial time? The president of 
a Jeading national advertising firm has flatly stated that there is no reason why 
television should not receive income both from commercial interests and from 
the viewing public. At first, no doubt, advertising would be kept out of sub- 
scription TV programs, but as acceptance of the new technique is achieved it is 
inevitable that commercials will be introduced for the extra revenue they will 
produce. 

It is thus extremely unlikely that pay TV will produce either of the objectives 
by which it is attempted to be justified—that is, program improvement and 
freedom from commercials. 

Let me make it clear, though, that the objection to pay television goes much 
deeper than this. The objection is based on the fact that experimentation with 
pay TV threatens to start a chain reaction which cannot be controlled and which 
may end by destroying free television. For the assumption that free and pay 
television can coexist is open to the gravest question. 

In the first place, the success of initial experiments will create demand for 
entry into the new field which it will be difficult to resist. Station after station 
and program after program would be withdrawn from free TV service to the 
service of toll TV. An example of the way in which talent will be inexorably 
drawn to the subscription technique may be found in the sports field. Games of 
the Los Angeles Dodgers and the San Francisco Giants apparently will be 
unavailable for free TV, beginning next year, since broadcasting rights are being 
sold to toll TV interests which propose to use a closed-wire system. This, 
although pay TV is not yet even a reality. As sports events begin to be broad- 
cast over pay TV, they will cease to be available to free TV. Even the radio 
reporting of sports events may be stopped in order to protect the market for 
pay TV broadcasts. 

This pressure of profitability must eventually leave its mark even upon those 
interests like the network who, up to now, have opposed pay TV. Suppose, for 
example, that an unaffiliated UHF station is permitted to experiment with pay 
television and that the experiments prove profitable. Local network affiliates 
would be impelled to protect their positions by applying for the same privilege. 
At this point the networks would become directly involved. In sheer defense 
of the vast concentration of skills, facilities, and talent under their control, the 
networks would eventually have to abandon their opposition and to enter the 
field in order to protect their investments and their positions of dominance in 
the industry. This is no idle prediction. The president of each of the two 
major networks has conceded as much. 

In these circumstances, it is nonsense to speak of the projected tests as the 
submission of questions of public preference to the people for their choice. There 
can be no widespread plebiscite among viewers. Programs will be offered if 
enough viewers are found who are willing to pay; this need not be millions of 
viewers. The great majority, however, will have been deprived of their free 
access to the station and program without an opportunity to register their choice, 
thus resulting in a division of the television audience based upon ability and 
willingness to pay. 

Nor is it realistic to think that the proposed experiments can be turned on 
and off at will. Experimentation in such a dynamic field as television has long 
demonstrated that the point of no return may lie dangerously close to the 
threshold of experiment. If trials are conducted on a base broad enough to 
produce meaningful results, their success tends to generate vested interests 
and irresistible pressures. Thus, what is projected as a test all too frequently 
turns into an irrevocable commitment. Mistakes are peculiarly costly and all 
but irremediable. 
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A notable instance of this tendency of an experiment or expedient to become 
jelled as irreversible practice is the Commission’s action in 1952, when it author- 
ized UHF broadcasting intermixed in VHF saturated areas. By forcing the 
UHF operators who had no established receiver set circulation to compete with 
well-established VHF stations, the Commission made it virtually impossible for 
the new method of broadcasting to survive. Although the Commission soon 
recognized its error, it has not yet solved the problem that was created. The 
obvious explanation of the Commission’s long failure to provide an effective 
remedy is that it desired to avoid hurting the profitable established VHF sta- 
tions with which it was impossible for the UHF stations to compete. 

I mention this not to belabor past errors of the Commission, but because it 
contains a clear warning against improvident experimentation with subscrip- 
tion television. Such experimentation may open the door to a plague of con- 
sequences that may prove virtually impossible to correct. Stations whose pro- 
grams the viewing audience is accustomed to watch may be blacked out for those 
who cannot spare the price; the best of existing free programs may be preempted 
by pay TV; the trend noted by the Antitrust Subcommittee, toward monopoliza- 
tion of talent, may be accelerated, and the television audience will be divided 
along economic lines. 

In this way a method of broadcasting will be inaugurated that may well 
destroy free television as we know it. For, if these experiments prove financially 
successful, those concerns which have carried out the tests will have a com- 
pelling and wholly proper interest in recouping their outlay of risk capital. In 
addition, those elements of the industry, including the networks, which have not 
been directly involved in the trials, will have an equally proper and compelling 
interest in protecting their existing investments—an interest which must in- 
evitably drive them into the new field as applicants. What is more, it is difficult 
to perceive upon what basis the Federal Communications Commission could 
deny them entry. 

It is easy to see where all this will lead. Profitability will dictate the ex- 
tension of the experiments. Pay-television will enter ever wider areas. The 
networks are more than likely to end up by supplying the programing for pay 
TV as they do at persent in free TV. With a dominant industry position and 
vast resources the networks have produced only the present level of program 
quality in free television. What reason is there to suppose that they will be 
moved to improve that level in subscription television? Chances are that the 
programing will be pretty much the same, but with this difference: It will be 
more profitable to present and more expensive to receive. Meanwhile, free 
television will have been relegated to a secondary, economically impossible 
position. This turn of events, if it is allowed to oceur, would most shabbily 
serve the public, in whose sole interest the FCC is authorized to grant broadcast 
licenses. 

In addition to the foregoing considerations, there are substantial antitrust 
reasons why the television broadcasting industry should not be subject to the 
stresses and strains of experimentation on pay TV at this time. One of the 
principal conclusions of our Antitrust Subcommittee’s report of last June on the 
television broadcasting industry is that the achievement of a truly nationwide 
and competitive television broadcasting system has been and is being frustrated 
by restrictive practices on the part of the networks and others, which tend to- 
ward concentration of power in the hands of the network organizations. 

The subcommittee made detailed and extensive recommendations for the 
prompt removal of these obstacles to the normal development of this vital 
medium. Yet, the task of putting television’s house in order is still far from 
completed. Indeed, the Commission’s own network study staff, under the leader- 
ship of Dean Roscoe Barrow, last fall submitted a voluminous report to the 
Commission, including hundreds of pages of analysis of this very subject. Sig- 
nificantly, the Commission’s own experts on its network study staff independently 
reached conclusions concerning restrictive practices in the television broadcasting 
industry, very similar to the findings previously arrived at by the Antitrust 
Subcommittee. Prompt implementation of this report by the Commission is 
essential. It make take many more months. Before this is accomplished, it 
seems most unwise to subject the industry to tests of techniques which must 
have profound influence on the economic structure of the entire industry and 
must necessarily aggravate this very problem of concentration. For unless 
ways are found to prevent increases in existing network dominance in the 
industry, the networks bid fair to end with similar concentration of power 
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and influence in the techniques that will be ushered in by successful trials of 
pay TV. It is this concentration that prevents originality and encourages same- 
ness in programing today. At least until the present obstacles to the healthy 
development of free television have been removed, there is no room for experi- 
mentation that carries with it a threat to the very existence of free program 
reception. ° 

The grave dangers involved in the proposed tests and the abrupt departure 
they would mark from existing practice in both radio and television lead natu- 
rally to the question whether these tests can lawfully be authorized by the FCC 
under existing law. A number of circumstances tend to indicate the absence 
of any such authority. The Communications Act does not, of course, expressly 
authorize pay television. As the Commission concedes, it was not possible 
when the legislation was enacted to foresee all possible developments in the 
use of radio spectrum. On the other hand, an underlying purpose of the act 
is regulation that will make communications systems “available, so far as 
possible, to all the people.” If Congress, in enacting the Communications Act 
had for a moment contemplated that the public would be required to pay a fee 
for access to programs broadeast over the publicly owned frequencies, it would 
certainly have made provision for the filing of tariffs and the regulation of rates, 
as it did in the case of telephone and telegraph companies. The fact that Con- 
gress made no such provision is, to me, persuasive evidence that Congress 
did not have any such restriction on program reception in mind. AS a conse 
quence of the fact that Congress has never directly faced the question whether 
the airwaves should be diverted to the service of toll programing, the tests 
which are under contemplation would introduce a method of spectrum exploita- 
tion for which no clue of approval nor any framework of regulation has been 
provided. The Commission has frankly acknowledged its difficulties in attempt- 
ing to classify the proposed new service under the existing law. It just doesn’t 
fit. 

For these reasons, I have urged that the risks involved in the proposed trials 
are of such magnitude, and the existence of the Commission’s authority to embark 
on them is so questionable, the the Commission would be wise to refer the entire 
policy question to Congress which has ultimate responsibility. 

Last October, nevertheless, the FCC issued a report in which it apparently 
has reached the conclusion that the Communications Act sufficiently authorizes 
the Commission to conduct trials of subscription TV and in which it found that 
it would be in the public interest to exercise that power. The report invited 
applications from television stations and others for authorization to conduct trial 
subscription television operations on a limited basis. Although the Commission 
stated that it had not authorized or finally committed itself to the authorization 
of pay television on a trial or regular basis, and although it stated that no final 
action would be taken on any application before March 1, the entire tenor of the 
report serves notice that the Commission majority is imbued with determination 
to authorize trial demonstrations of pay TV. Unless Congress intervenes the 
entire policy issue will be rendered moot. 

According to the dissenting Commissioner, moreover, both the proponents and 
opponents of subscription television before the Commission urged that test 
demonstrations are not necessary or useful, because no trial on a limited basis can 
disclose the ultimate effects of pay television. I believe that the true character 
of the proposed trials stands thus revealed. In the guise of a search for the true 
public interest, the tests will merely provide a demonstration of the profitability 
of subscription television. Once that has been established, the fat will be in the 
fire. By indirection, without a hearing, and without congressional approval, 
the Commission will have taken the very step it now says it is too early to evaluate. 
Later hearings will merely reflect the new set of conditions which the tests have 
ushered in. They will disclose that a highly profitable technique has been inaugu- 
rated under FCC approval, and a new concept of the public interest will have 
been fashioned, as the result of the Commission’s ostensible inquiry. 

In the light of these developments, Congress should act promptly to clarify 
its intention. I repeat that authority of the FCC to institute pay television 


_ broadcasting on channels used by free television is extremely dubious, but I am 


confident that the Commission will refrain from taking any final action in 
authorizing the proposed tests long enough to enable Congress to act. 

The question has been raised, and I want to make it clear once more, that the 
objective of my bill is to prohibit the use of the spectrum for restricted broad- 
casting. It is true that some, but by no means all of the problems that IT have 
raised apply also to so-called closed circuit or wire toll television, such as has 
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been tested in Oklahoma, with results that are none too sanguine. The principal 
difference, of course, is that closed circuit transmission does not involve the 
radio frequency channels, but utilizes point-to-point communication by wire. 
Hence it does not involve the withdrawal of any part of the airwaves, or of broad- 
cast stations from the free broadcasting service. . 

The need for Federal regulation of closed circuit TV has not yet been demon- 
strated, but it is entirely possible that such need will arise. The time may come 
when it will be neither feasible nor fair to subject on-the-air television to express 
Federal regulation, while exempting the closed circuit. Should that time come, 
the reach of the commerce clause amply empowers Congress to provide needed 
regulation. 

Meanwhile, I urge that Congress promptly clarify its purpose that the precious 
television spectrum shall not be withdrawn from service of all the people. I 
trust that congressional power will always be used to the full extent necessary 
to assure the public of the fullest enjoyment of its natural resources. 


The Cuarrman. Thank you very much, Mr. Celler. We appreciate 
having your very clear statement and your views on this entire subject. 

The time has now come to adjourn in order that the Democratic 
members may attend their caucus. The committee will recess until 
2:30 this afternoon, at which time the members of the Commission will 
testify. 

(The following letter was later received from Mr. Celler:) 


HousE OF REPRESENTATIVES, 
COMMITTEE ON THE JUDICIARY, 
Washington, D. C., January 22, 1958. 
Hon. OREN HARRIS, 
Chairman, Interstate and Foreign Commerce Committee, 
House of Representatives, Washington, D.C. 

Dear Mr. CHAIRMAN: May I submit for the record as a supplement to my testi- 
mony before your committee a reprint from the November 18, 1957, issue of 
Broadcasting magazine setting forth the results of four separate polls conducted 
in October and November 1957 to determine what the public thinks about pay TV. 
On the basis of each, it is clear beyond doubt that there is overwhelming grass- 
roots opposition to subscription television. 

Thus, a mail poll conducted by TV Guide among its readers turned up these 
results: 45,361 (96.65 percent) against subscription television, 1,527 (3.45 per- 
cent) for it. 

A special personal interview survey of 1,409 persons in 10 widely scattered 
cities, conducted by the Pulse for Broadcasting magazine turned up these results; 
939 (66.6 percent) against subscription television, 470 (33.4 percent) for it. 

A mail poll conducted by KSBW-TV Salinas and KSBY-TV San Luis Obispo, 
both California, turned up these results: 5,002 viewers against subscription tele- 
vision, 4 in favor of it. 

A mail poll conducted by Senator William Langer among residents of Bartles- 
ville, Okla., where a wire movie system is operating, turned up these results: 
1,930 against subscription television, 163 for it. 

With cordial greetings, I am 

Sincerely yours, 
EMANUEL CELLER, Chairman. 


[From Broadcasting, November 18, 1957] 
WHAT THD PUBLIC THINKS ABOUT PAY TV 


Special survey by the Pulse for Broadcasting finds antisubscription television 
sentiment strong among 1,400 interviewees across the country. Study, re- 
printed herewith, also poses other questions about fee system. 


Pay TV Veroep 1n 10-Ciry Pot. 


BROADCASTING-PULSE, INC., SURVEY IN MAJOR MARKETS SHOWS 2 TO 1 AGAINST— 
YEA’S WANT IT ON CHEAPER BASIS, WOULD PREFER PAYING PER-PROGRAM FEE 


Views in 10 major markets representing all sections of the United States are 
divided 2 to 1 against pay television. 
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This was revealed last week in a special survey conducted for Broadcasting by 
the Pulse, Inc., as this magazine sought to explore more definitively the public 
attitude on one of the most controversial issues to grip television since its 
emergence as a major medium. 

Two-thirds of the respondents voted that they were not interested in having 
toll TV in their homes even though they were told that “first-run movies, major 
sports events, Broadway shows, operas, ballets’ were among the programs being 
held out to them as a supplement to their free TV fare. 

In the Pulse poll for Broadcasting, the proportion of viewers interested in 
toll television ran higher than in some other recent but more localized studies— 
notably one in the Salinas-Monterey and San Luis Obispo areas of California 
where the tally was 5,002 to 4 against pay television, and one conducted by Sena- 
tor William Langer (Republican, North Dakota) in Bartlesville, Okla., where a 
wired-subscription TV is now underway and where Senator Langer’s returns at 
last report indicated a 1,930 to 163 majority against [Program Services, Novem- 
ber 11}. 

Two-thirds of those interested in having pay TV in their homes said they 
would prefer to pay by the program, rather than by the flat monthly fee. Their 
reasons for this choice were not explored. But one possibility advanced is the 
belief that on a per-program basis they could keep a month’s total expenditure 
below what they would be charged on a flat monthly basis giving them access to 
all pay TV programing. 

Of those who preferred per program payments, the greatest preference was for 
$1 to $1.24 per program. A little less than 32 percent checked that price range. 
But an equal number said they were willing to pay less than a dollar per -pro- 
gram, so that overall some 63.5 percent came under $1.25 in their price pref- 
erences, The second largest single preference was in the 50-74-cent range (17 
percent) and the third largest (8 percent) checked the 25-49-cent span. Almost 
one-fourth didn’t know how much they would be willing to pay. 

Among those who preferred to pay by the month and see all they wanted, 
almost 64 percent fell under the $6-a-month figure. The number of those who 
voted for a monthly price somewhere between $1 and $2.49 exceeded all thése 
who would be willing to pay 36 or more. 

How would these figures stack up in Bartlesville? 

Officials of Video Independent Theaters, operators of the Bartlesville toll TV 
test, have estimated that in that town of 8500 TV homes they need 2,000 sub- 
seribers at $9.50 a month to break even. That comes to $19,000 a month. 

At $5 to $5.99 a month—the preferred range in the Broadcasting-Pulse study— 
the Bartlesville operators would have to boost their break-even point to a new 
level of from about 3,170 to 3,800 homes. 

The proportion of “don’t knows” was about the same among those estimating 
payments on a monthly basis as among those preferring a per program payment. 

The study also showed that almost two-thirds of the respondents would not be 
willing to pay for programs similar to those now on free television.. This was 
approXimately the same number—a few less—than those who would not be 
interested in pay PV as a supplement to free TV. Whether the similarity in 
these “nay” votes indicated a bias against payment for any programs, or whether 
it had other significance, could not be pinpointed statistically. 

The study did show that more than 93 percent of the viewers regarded present 
free TV fare as satisfactory or better. Some 18 percent voted it excellent, 
44.2 percent thought it good, and 31.8 percent considered it satisfactory. Asked 
to put a monetary value on these free programs, an even 50 percent chalked 
them down as worth $1 a week, while 22.6 percent rated them at $5 a week. 
One-fifth had no opinion. 

Among those willing to pay for programs now on the air, if they were not 
being distributed free, Playhouse 90 was the most popular choice in the drama 
category; Father Knows Best in the comedy and situation comedy field; Perry 
Como Show among varieties and musicals; What’s My Line? in the quiz and 
audience participation category; boxing in the sports line; Cheyenne among 
westerns; Alfred Hitchcock Presents for mystery and adventure: Wide Wide 
World in the documentary-educational-forum interviews area. In the miscel- 
laneous group Disneyland was tops (Broadway shows got only 0.6 percent in 
that group as against 4.83 percent for Disneyland). 

The survey was conducted in New York, Seattle, Atlanta, Cleveland, Dallas, 
Milwaukee, New Orleans, St. Louis, San Francisco, and Chicago. Respondents 
totaled 1,409, of whom 983 said they had and 426 said they had not previously 
heard of pay TV. 
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Wuat Putse Founp Out 


Do they want subscription TV? 


Number Percent 
Wiitinscasae oiled Scene scsucnieh iiemapegeld Wied Wi ewaatiitelit teil tes ctaia ites aes al simian 470 33. 4 
Tn ae nn ee 939 66. 6 
Re nicsiictnipiatnhaltlbeshine pha dilatittiim daniel tbitlhstindbioniitehinbatun | 1, 409 | 100.0 





BREAKDOWN OF PULSE-BROADCASTING Pay TV SuRvEY 
TABLE 1.—Knowledge of subscription TV 


Question. Have you heard of a toll or subscription TV service which will allow 


you to see special programs on TV (in addition to those you now get free) by 
paying a fee? 











Number Percent 
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TABLE 2.—Interest in subscription TV service 


Question. This subscription TV service might include first-run movies, major 
sports events, Broadway shows, operas, ballets, etc. Would you be interested in 
having this service in your home? 











Number Percent 
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TABLE 3a.—Method of paying for subscription service 


Question. If you took such a subscription TV service would you rather pay by 
the program, or pay a set monthly fee? 





| Number Percent 
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TABLE 3b.—Amount willing to pay by program 


Question: (If by program) how much would you be willing to spend for a 
special program? 








Number | Percent | Number | Percent 
Under 25 cents _ _- asa 2 0.6 ] i fo 2 ae ee 20 6.4 
25 to 49 cents... 25 8.0 || $2.50 to $2.99____ nace antpiathtas 1 3 
50 to 74 cents. _- 53 | 17.0 || $3.00 to $4.99... __- ree oe 1 ‘a 
75 to 99 cents_-. 19 | (See 8 gg 2 .6 
$1.00 to $1.24.......... 99 | 31.8 || Don’t know..------ icasasaaine 77 24.8 
$1.25 to $1.49... 2 | 6 | |---| ——__——. 
$1.50 to $1.99...__- 11 | 3.5 | Total respondents. .-.. 312 100.0 

| | 


TABLE 3c.—Amount willing to pay for set monthly fee 


Question: (If set monthly fee) how much would you be willing to spend each 
month? 








Number | Percent [Name Percent 
$1.00 to $149..............____| 7 | 5.0 || $9.00 to $9.99........._._._-- 1 7 
$1.50 to $1.99_.__- ees -.-|--+------~ || $10.00 to $10.99........-.--.---| 7 5.0 
$2.00 to $2.49... | 13 9.2 ||, $11.00 to $12.90.._............. 1 a 
$2.50 to $2.99... cn ~ 5.7 | $13.00 to $16.99 Se aE oc a 2 1.4 
$3.00 to $3.99... ant 12 | 8.5 || $17.00 to $19.99... ....-- ---=-| 2 1.4 
$4.00 to $4.99___. si 7 | 5.0 || $20.00 to $25.00..............-- 1 an 
$5.00 to $5.99___. 43 | SR. 5 Th) RPGR BROW bev ccccsctoccesces} 34 i ee 24.1 
$6.00 to $6.99.........-._._--- 1 | 7 iI _————- 
$7.00 to $7.99___. | 1 |} an Total respondents... _--| 141 ~~ 400.0 
$8.00 to $8.99___- -| 1 | st 
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TABLE 4a.— Willingness to pay for present TV programs 


Question: Would you be willing to pay for television programs similar to those 
now on the air if there were no other way of getting them? 


| Number Percent 





Yes. , — paasle ‘ phen hanieatnanl 510 36. 2 
No : : silat issaees once eh wee 899 64.8 
Total respondents. iis top Ricaalembamalieaty 1, 409 100. 0 








Question: If yes, what programs now on the air would you 
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TABLE 4b 


for if they were not distributed free? 


Drama 
Playhouse 90 
Climax 
Studio One 
Kraft Theatre 
Crossroads 
G. E. Theatre 
Jane Wyman 
Loretta Young 
Armstrong—Circle Hour 
Dr. Hudson’s Secret Jour- 
nal 
Unspecified 
Miscellaneous 
Comedy and situation com 
edy 
Father Knows Best 
Ozzie and Harriet 
I Love Lucy 
Bob Cummings 
Red Skelton 
George Gobel 
Jack Benny 
Danny Thomas 
Bob Hope 
Private Secretary 
Groucho Marx 
Unspecified 
Miscellaneous 
Varieties and musicals 
Perry Como 
Lawrence Welk 
Steve Allen 
Ed Sullivan 
Nat King Cole 
‘Tennessee Ernie 
American Bandstand 
Pat Boone 
Voice of Firestone 
Eddie Fisher 
The Big Record 
Operas 
Edsel Show 
Tlit Parade 
Unspecified 
Miscellaneous 
Quiz and audience participa- 
tion 
What’s My Line 
Iwenty One 
This Is Your Life. 
$64,000 Question 
You Bet Your Life 
The Price is Right 
Queen For A Day 
Tie Tae Dough 
Art Linkletter 
Name That Tune 
I’ve Got A Secret 
Unspecified 
Miscellaneous 


Total over 100 percent because 


Number 


68 | 


40) 
”) 
19 
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Percent 
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Now 


— ee OD 


m— Co OS 160 


Number 


Sports 
Boxing 41 
Football 37 
Baseball 35 
World Series Y 
Wrestling s 


Bowling 


Sports events nsp 

fied) 117 
Miscellaneous 6 

Westerns 

Cheyenne nd 
Gunsmoke 23 
W vatt Earp s 
Wagon Trair . 
Maverick 0 
Proken Arrow ) 
Sugarfoot 
Unspecified 23 


M iscellaneous 


M ry and adventure 
Alfred Hitcheoek ) 
Highway Patrol 9 
Dragnet 8 
Bold Journe \ 
Man Behind the Bad + | 
Navy Log 4 | 
I Search for Adventur 5 
la 
Unspecifi «1 4 
Miscellaneous 2 
News and weather 43 


Documentary, educatior 
forums, interviews 


Wide Wide World.. ‘ 
Meet the Press . 5 | 
Person to Person 3 
Press Conference 2 
Omnibus 2 
Night Beat 2 
Mike Wallace é 
The Big Picture 3 
Unspecified i 
Miscellaneous d 
Movies 70 
Miscellaneous 
Disneyland 22 
Mickey Mouse s 
Spectaculars and special 
shows i 
Plays 13 
Continued stories ) 


Cartoons 
Children’s stories 


Verdict Is Yours $ 
Captain Kangaroo } 
Broadway shows $ 
Miscellaneous 28 


Total programs men- 
tioned 1, 553 
Total respondent 510 


of multiple responses 


be willing to pay 
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TABLE 5.—Opinion of present TV programs 


Question: What is your opinion of the program service you are now getting on 
free television? 


Number Percent 
Excellent bab a : 254 18.0 
Good 623 44.2 
Satisfactory ‘ 441 | 31.3 
Poor | 75 5.3 
No opinion | 16 | 1.1 
Total respondents 1, 409 | 100. 0 


TABLE 6.—Value of present TV programs 


Question: If you had to place a monetary value on the entertainment, news, 
special events, and other programs you now see at no cost on your television set, 
how much would you consider these are worth to you on a weekly basis? 


Number Percent 

Less than $1 ll 0.8 
$1... 705 50. 0 
$2 to $4 22 1.6 
ies 319 22. 6 
$10__- 46 3.3 
More than $10 22 1.6 
Don’t know 284 20.2 

Total respondents 1, 409 100. 0 


{ Editorials] 


THE PuBLIc’s INTEREST 


The more the public attitude toward pay television is explored the more it 
seems that preponents consist chiefly of those who stand to benefit financially. 

Within the past 10 days 3 totally unrelated surveys have produced evidence 
to support these conclusions. Pay TV came out on the short end of the stick 
every time—twice with the end almost too short to permit a handhold. 

Most recent as well as broadest of these was conducted for Broadcasting by 
the Pulse, Inc. The survey was run in 10 major markets and the tabulations, 
completed last week, showed an even two-thirds would not be interested in 
having pay television in their homes. This even though they were told spe- 
cifically that “‘first-run movies, major sports events, Broadway shows, operas, 
ballets, etc.” might be among the attractions waiting for them. 

The two other surveys, conducted within specific areas, were even more over- 
whelming. In California, KSBW-TV Salinas and KSBY-TV San Luis Obispo 
went on the air with a special program to find out what their viewers wanted. 
The result: 5,002-to-4 against pay TV. In Bartlesville, Okla., where a wired 
subscription television test is in progress—although the people there don’t regard 
it as pay TV in the strictest sense—Senator William Langer (Republican, North 
Dakota) has been running a mail poll and has found overwhelming opposition 
to subscription television. 

The Pulse survey for Broadcasting went further than these, and some of 
the additional findings merit attention here. If the pay TV forces find en- 
couragement in the fact that one-third of the respondents would be interested 
in toll TV, they may think twice when they see what these people would be 
willing to pay. First, a majority preferred to pay by the program, presumably 
because they want to keep total expenditures down; of these, almost two-thirds 
said they would pay less than $1.25 per program. Among those preferring a 
fixed monthly fee, about two-thirds would pay less than $6 a month. 

Moreover, almost two-thirds of all respondents said they would not be willing 
to pay for present free TV programs, either. Since this figure parallels the nuni- 
ber who opposed pay TV, and since more than 90 percent rated the present free 
TV program service as satisfactory to excellent, the obvious conclusion is that 
the people just didn’t want to pay, period. 
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Whether these conclusions apply equally to wired as well as on-the-air pay 
television remains to be seen. The findings do point up again that it is not 
the public which is agitating for toll television. 


TOTING THE TOLL PoLts 


When the House Commerce Committee begins its consideration of subscription 
television next month it will have vital information which the FCC lacked when it 
issued last October its tentative approval of a trial of toll TV. 

The Commerce Committee will have knowledge of the public’s views on the 
subject. This knowledge did not exist when the FCC was considering its action, 
It is knowledge which is indispensable to any final decision on the fate of toll TV. 

In four polls of varying nature within the past month the public has voted over- 
whelmingly against subscription television. It will be a thoughtless Congressman 
indeed who fails to translate that public sentiment into an election issue. 

A mail poll conducted by KCBW-TV Salinas and KSBY-TV San Luis Obispo, 
both California, turned up these results: 5,002 viewers against subscription tele- 
vision, 4 in favor of it [Program Services, November 1]. 

A mail poll conducted by Senator William Langer (Republican, North Dakota) 
among residents of Bartlesville, Okla., where a wire movie system is operating, 
turned up these results: 1,930 against subscription television, 168 for it [Program 
Services, November 11]. 

A mail poll conducted by TV Guide among its readers turned up these results: 
43,361 (96.65 percent) against subscription television, 1,527 (3.45 percent for it 
[Program Services, November 25]. 

A special personal interview survey of 1,409 persons in 10 widely scattered cities, 
conducted by the Pulse of Broadcasting, turned up these results: 939 (66.6 per- 
cent) against subscription television, 470 (33.4 percent) for it [Lead Story, 
November 18]. 

Each of these surveys has its own importance, and all must be considered by any 
government body which is to participate in the decision on subscription TV. We 
think it proper, however, to commend to the special attention of the Congress 
and the FCC the results of the survey conducted by the Pulse—and not because 
we were a party to the project. The questioning in that survey was deliberately 
slanted to give toll TV a break. The Pulse interviewers asked people if they 
would be interested in having in their bome a subscription service that offered 
“first-run movies, Major sports events, Broadway shows, operas, ballets, ete.” 
It was on that question that the vote Was two-thirds against subscription TV, vet 
the question obviously was intended to elicit a maximum of replies favoring 
subscription television because of the implied suggestion that toll service would 
supplement existing programing. 

The prospect is, of course, that a toll service would not supplement existing 
service. It would replace it. 

The heads of all major television networks have publicly announced that they 
vigorously oppose subscription TV but will be forced to go into it if it is authorized. 

Existing television networks are the largest repositories of knowledge of tele- 
vision programing and operation. They logically may be expected to become the 
dominant forces in toll TV if toll TV is allowed on the air. 

Inexorably, the free service to which the public has become accustomed will 
degenrate, perhaps disappear, if the Government opens to door to subscription 
service. If the public is made aware of that prospect, it will not take kindly to 
those in its Government who advocate the approval of toll TV. 

The fact that the public likes what it now gets is documented by the same 
Pulse study which showed that 93.5 percent of the people regarded present TV 
fare as satisfactory or better. We doubt that any Congressman will wish to 
participate in an action which more than 9 out of 10 voters oppose. 


(Whereupon, at 11:08 a. m., the hearing was recessed to reconvene 
at 2:30 p. m., the same day.) 


AFTERNOON SESSION 
The Cuarrman. The committee will come to order. In continuing 


the hearing started this morning on the subject of subscription televi- 
sion, we have the members of the Federal Communication Commission 
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with us sitting asa panel. We felt that that probably would be about 
the most appropriate approach to this problem to develop the various 
viewpoints and have a discussion of the entire problem, from the 
standpoint of the Commission majority and from the individual 
members. 

Chairman Doerfer, we are glad to have you and all members of the 
Commission here with us today on this highly important subject. 

We know that the Commission has been considering this problem 
for several years. I support they have been considering it longer than 
most of you have been on the Commission. It has reached a stage 
where we thought that in view of the developments, these hearings 
would be not only appropriate but most desirable. I think as a mat- 
ter of procedure, you might, for the record, present the members of 
the Commission at this time. 


STATEMENT OF JOHN C. DOERFER, CHAIRMAN, FEDERAL vOM- 
MUNICATIONS COMMISSION, ACCOMPANIED BY COMMISSIONERS 
ROSEL H. HYDE, ROBERT T. BARTLEY, ROBERT E. LEE, RICHARD 
E. MACK, T. A. M. CRAVEN, AND FREDERICK W. FORD; WARREN E. 
BAKER, GENERAL COUNSEL; LOUIS C. STEPHENS, BROADCAST 
BUREAU 


Mr. Dorrrer. Thank you, Mr. Chairman, I will be happy to do that. 
To my right is Commissioner Rosel Hyde. 

The Cuarrman. Mr. Hyde has been a member of the Commission 
for how many years ¢ 

Mr. Hype. Since 1946. 

The CHairman. You worked with the Commission prior to that? 

Mr. Hyver. I did, sir, since 1934, as a lawyer. Previous to that, to 
make the record complete, I served with the Federal Radio Commis- 
sion as a staff man. 

The CHamman. Very well. 

Mr. Dorrrer. On my left is Commissioner Robert Bartley. How 
long have you been with the Commission ? 

Mr. Barrier. Since 1952. 

Mr. Dorrrer. And Commissioner Robert E, Lee. 

Mr. Ler. I have been with the Commission since October 1953. 

Mr. Dorrrer. And next is Commissioner Richard E. Mack. 

Mr. Mack. I have been with the Commission since June of 1955. 

The Cuarrman. June of 1955? 

Mr. Mack. Yes, sir. 

Mr. Dorrrer. Next is Commissioner T. A. M. Craven. 

Mr. Craven. I have been there since 1956 for the second term. Be- 
fore that, 1937 to 1944; and prior to that I was chief engineer for 2 
years; and prior to that on loan by the Navy Department to the Fed- 
eral Radio Commission. 

Mr. Dorrrer. And our newest and latest member of the Commis- 
sion, Fred Ford. 

Mr. Forv, I was on the staff from February 1947, I believe, until 
October 1953, and then after 4 years in the Department of Justice I 
was appointed in August of this year and reported for work on Sep- 
tember 16. 
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T believe it was September 16. 

Mr. Dorrrer. Mr. Chairman, I was appointed in April of 1953, and 
have been serving on the Commission since that time, July 1, 1957, I 
was made chairman. 

The Cuarmrman. Mr. Doerfer, I believe in our telephone conversa- 
tion I suggested to you a method of procedure today which I under- 
stood you thought probably would be very good, too. If you are 
ready to proceed accordingly, as Chairman of the C ommission, you 
may discuss the problem, and if you care to, you may make a personal 
statement yourself, or if the views of the m: ijority are to be discussed, 
you may proceed in that way. We simply wish to have all views 
expressed. 

Mr. Dorrrer. I have advised the Commission of your wishes, and 
in response thereto, as you see, they are arranged in a panel. I pro- 
pose to read an 8-page statement which I think summarizes the pres- 
ent posture of the subscription television problem so far as the Fed- 
eral Communications Commission is concerned. 

We will hold ourselves open then to questioning both on the first 
report and any other matters which any member of the committee 
may be interested in. 

Mr. Chairman and honorable members of the committee, my fellow 
Commissioners and I appreciate this opportunity to offer our com- 
ments on subscription television. This proposed innovation in 
American broadcasting would, for the first time on any approaching 
scale, involve direct payment by the public for the rec eption of some 
programs transmitted by broadcast stations. 

At the very outset, I wish to make it clear that no Commissioner 
would countenance any operation by television broadcast licensees 
which would place our free television system in jeopard 

What the Commission did by the adoption of its October 17, 1957, 
report was to indicate a receptive disposition to authorize a control- 
lable test of subscription television under conditions in which it could 
enrich, but certainly not destroy what the present system is able to 
offer to the public. 

We are aware of the apprehensions that once subscription television 
is launched in a test of sufficient scope to be meaningful, its alleged 
power to destroy or gravely impair free television could not be curbed. 

We fully recognize the importance of ensuring that this does not 
happen. It was with this prime objective in view that the a 
sion, in its first report, and that is the October 17, 1957, report, 
quired that applicants for test authorizations submit full details of 
any proposed operation, and set out the specific limitations and con- 
ditions for a trial. 

Until the Commission clearly defined the limits and requirements 
for trial operations it was not possible for the numerous segments of 
the industry which would participate to work out the explicit details 
of the proposed operation. 

Agreements and business arrangements involving patent holders, 
equipment manufacturers, community franchise holders, television 
stations, program suppliers, and others would have to be developed 
before proposals could be formulated in sufficient detail to make pos- 
sible a soundly based judgment concerning such risks as might be 
present in a trial, and to determine whether the available safeguards 
would be adequate. 
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Every application we receive will be mtensively scrutinized in this 
respect, in deciding whether a grant would be in the public interest. 

I would like to repeat that every application we receive will be 
intensively scrutinized in this respect in deciding whether a grant 
would be in the public interest. Formal petitions seeking ¢ ‘ommis- 
sion approval of subscription television have been before the FCC for 
6 years. Throughout - period, subscription television—sometimes 
referred to as toll TV or pay-as-you-see television—has been sup- 
ported by some as a benvetiel al supplement to the existing system which 
could substantially extend the range and variety of the programs 
offered to the public and provide support for many more television 
stations than could be successfully operated under the present system. 

At the same time, subscription television has been denounced by 
others as a development which could and would destroy or gravely 
impair the present free television system, with the Commission, the 
Sia the public, and Congress itself allegedly powerless to pre- 
vent that result. 

Where do the down-to-earth probabilities lie? A soundly based 
conclusion as to whether a nationwide subscription television service 
would serve or disserve the public interest cannot be reached except 
in terms of the answer to this question. 

Yet, for reasons which are more fully stated in the Commission’s 
first report in its pending rulemaking proceeding on subscription 
television, our Commission, after long and careful analysis of a 
voluminous and complex record, concluded that this question could 
not be answered reliably without a suitably limited and controlled 
trial demonstration of subscription television in actual operation. 

In the Communications Act of 1934 Congress made the FCC re- 
sponsible for licensing the use of radio frequencies in accordance 
with the broad statutory criterion of the public interest, convenience, 
and necessity. Recognizing that the use of radio frequencies had 
undergone and would continue to undergo continual evolution and 
change, Congress also, in section 303 (g) of the act instructed the 
Commission, in the following language (and I quote) to: 
study new uses for radio, provide for experimental uses of frequencies, and 
generally encourage the larger and more effective use of radio in the public 
interest. 

Until now, the television industry, having adopted the basic finan- 
cial pattern established in radio broade asting, has been financed 
exclusively through revenues paid by advertisers. 

The American “public now enjoys, free of direct charge, television 
programing whose quality and quantity stands out as an achievement 
which few would have been able to predict 10 short years ago. Ap- 
proximately 500 stations are serving the communities of the Nation. 
It is a record in which all concerned can take justifiable pride. 

Yet, as you know, difficulties with the fuller utilization of the VHF 
band have blocked the use of all but a relatively small fraction of the 
available channel assignments in that part of the television spectrum. 

Some types of program fare which the proponents of subscription 
television assert they could provide are available only to a more or 
less limited extent. And at this juncture proposals are offered for 
enlarged progr am variety and an additional source of financial sup- 
port for the Nation’s television service. 


22557—58 6 
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What, in these circumstances, was the proper course for the Com- 
mission? Elaborate and forceful arguments were made that the 
proposals should be denied outright. Others felt the Commission 
should attempt to reach no decision, but should refrain from acting 
and leave the question to Congress. Still others were inclined to 
feel that oral hearings before the Commission would cast more light 
on the question than had been shed in hundreds of pages of closely 
reasoned, written pleadings. 

On October 17, 1957, after a painstaking review of the record and 
an exhaustive analysis of all the pros aa cons the Commission an- 
nounced the decision with which you are familiar. The Commission, 
with 1 Commissioner dissenting and 1 abstaining, decided that 
the proper course was neither to deny the petitions before us now 
to neglect our responsibilities by failing to act, but that an opportun- 
ity should be afforded for subscription television to make a practical 
demonstration of its capacity to extend and enrich the program fare 
available under the present system and to contribute additional finan- 
cial resources to support further expansion of the numbers of television 
outlets. There are a number of additional questions dealt with in 
some detail in the Commission’s first report on which it was felt that 
useful light would be shed by trial operations. 

In supplemental rulemaking proceedings conducted last summer 
the parties argued strenuously for and against the utility and the 
appropriateness of such a trial demonstration. 

It would be impossible, it was argued, to find a suitable middle 
ground between the extremes of an operation so hemmed in by limit- 
ing conditions that it would not constitute a significant trial, or a 
service so extensive in scope that it would constitute, instead of a 
trial, the actual establishment of a subscription television service for 
better or for worse, with no realistic opportunity to discontinue or 
control the service adequately after a 3-year trial period. 

We believe we have succeeded in finding a proper balance between 
these extremes. ‘The Commission’s first report sets out the conditions 
under which the Commission is prepared to accept and process appli- 
cations by new or existing television stations for authorization to 
conduct trial subscription television operations, 

I will not attempt in this brief introductory statement to review 
those conditions as I believe you would prefer to consider those which 
may be of particular interest to your committee in the course of the 
testimony which is to follow. 

I would like, however, to say again that in our considered opinion 
the conduct of trial subscription operations—so badly needed to pro- 
vide the basis for sound and mature judgment on this novel service— 
cannot, under the conditions we have imposed, either subject the free 
television industry to the direful effects which have been imputed to a 
full-blown subscription television service; nor would the opportunity 
thus afforded for a demonstration of subscription television’s poten- 
tial benefits mhibit the free exercise of the discretion of this Com- 
mission or of Congress to make whatever decisions concerning the 
service may be found desirable in the light of the trial experience. 

The public would be given an opportunity to assess and accept or 
reject what subscription television can offer. The proponents would 
have an opportunity to give substance to their insistent claims con- 
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cerning the benefits subscription television can provide. The Com- 
mission would be materially assisted in finding the answers to im- 
portant questions which cannot be satisfactorily answered merely by 
studying the largely argumentative record before us. 

I refer to such questions as whether the several technical systems 
should be authorized to compete with each other or whether the public 
interest would be better served by standardizing the design and oper- 
ational methods of equipment as is now done with television trans- 
mitters and receivers; which system would be preferable; whether the 
subscription television service, if subsequently authorized on a more 
extended or indefinite basis, can be adequately and suitably controlled 
under the present regulatory powers of the Commission, or whether 
fresh legislation would be desirable ; whether audiences would, in fact, 
be diverted from free television to the extent predicted by opponents, 
thus supporting their claims that if subsequently established on a 

eneral continuing basis, subscriptions television would threaten the 
Free system. These and numerous other related questions which it 
seems to us next to impossible to resolve adequately on the basis of 
speculative and conjectural arguments could, we think, be approached 
and decided far more soundly after a reasonable period of limited 
subscription television operations. Most importantly, Congress itself 
would, in our respectful opinion, be greatly assisted by a trial in 
evaluating the public policies involved, and in deciding whether, in 
the light of demonstration actualities, it would wish to ‘prohibit sub- 
scription television or to impose controls not envisaged in the present 
law. 

As you are doubtless aware I refer throughout only to on-the-air- 
subscription television operations. The proposed systems for closed 
circuit transmission of programs to television receivers, including the 
operation underway at Bartlesville, Okla., do not require the authori- 
zation of this Commission since they employ no radio frequencies and 
were not within the scope of our proceeding or the action we have 
taken. 

It was my intention, Mr. Chairman, to confine these opening remarks 
to a short introduction of the subject, and to avoid a needless restate- 
ment of the Commission’s position, which is set out in its first report. 
I would like, however, to comment on one additional aspect. of the 
Commission’s action. 

Throughout the period during which the Commission was endeav- 
oring to formulate its decision, numbers of Senators and Representa- 
tives have conveyed to us their views in support of or in opposition to 
subscription television. 

Some have urged that the Commission take no action until the matter 
had been examined and decided by Congress. We are mindful of the 
fact that subscription television touches questions of public policy on 
which Congress might legislate. We are also mindful of our duty to 

conduct the business of our agency in accordance with the policies 

laid down by Congress. However, Congress has not seen fit to enact 
legislation directed specifically to this subject. 

In these circumstances we have felt it incumbent upon the Commis- 
sion under both the Communications Act of 1934 and the Administra- 
tive Procedure Act to make some orderly disposition of the requests 
before us to authorize the use of radio frequencies for a subscription 
TV service. 
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As you know, we have not acted in haste but only after long and 
intensive study by the staff and Commission members. 

The action in our first report looking toward trial demonstrations 
of subscription television was taken nearly 6 years after the first 
formal petition was filed seeking amendment to the rules which would 
permit the establishment of a subscription television service. 

With your permission, Mr. Chairman, I now offer for the record a 
copy of that report, together with Commissioner Bartley’s dissenting 
opinion and a concurring statement by Commissioner Mack. Both 
documents have previously been furnished to all the members of your 
committee. My fellow Commissioners and I will be glad to try to 
answer any questions you may wish to raise concerning the matters 
covered in the first report, or on the subject of subscription television 
generally. 

Mr. Chairman, I understand that you have inserted into the record 
a copy of the first report, and I assume you do not want it to be 
duplicated. 

The Cuairman. Yes, that istrue. It will not be necessary to include 
it in the record twice. If there is anything else you might wish to 
include in the record which is not already included in the proceedings 
up to this time, on the matter you refer to, you may do so. 

Mr. Dorrrer. I have nothing further. 

The Cuarrman. Thank you very much, Mr. Doerfer, for your state- 
ment. I assume that this statement is on behalf of the other four Com- 
missioners who join you in the decision that you have just referred to. 

Mr. Dorrrer. Yes. We discussed it and there was the usual general 
consent. As in any document, there may be some slight differences, but 
I would say that that represents the position of the four concurring 
Commissioners. 

The Cuairman. I wonder at this time if any other member of the 
Federal Communications Commission who joins you in the decision in 
favor of the trial test. would have a further statement to make. 

Mr. Hype. Mr. Chairman, I concurred in this statement as I did in 
the report. I did have the feeling before the original report was made 
that the Commission might well obtain additional information before 
authorizing such a service. But we have proposed a procedure which 
makes it possible to get additional information of a vital type. Par- 
ticularly, I would be ‘interested in more specific information regarding 
the operational plans of the proponents. I would want to know in 
particular what restrictions or limitations there would be upon com- 
petitive operations in television, should there be such a service. I do 
not feel that I am committed to grant any application that might Pe 
submitted pursuant to this notice or invitation. I expect to make : 
very careful examination of any specific proposal submitted in igpti- 

cation, with particular reference to the conditions which we have indi- 
sated in this natice. 

That notice should direct attention to matters of concern to the 
Commission in this field. If applications submitted pursuant 
to it do not seem to satisfy those conditions, we will have to have a 
further proceeding, it seems to me, before we make a public-interest 
determination. I think that is all I have to add to my coneurrence 
with the statement of Chairman Doerfer. 

The CuAirman. Commissioner Lee ¢ 
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Mr. Lee. Mr. Chairman, I think I should add a word of explanation 
with respect to my position in this matter. I concur in the step that 
we have taken as a first step in the examination of this process. I 
did want to point out, however, that I urged npon the Commission 
some additional restrictions that I would like to mention for your 
consideration. 

I think it might be very appropriate in considering legislation to 
consider this point that I want to raise. It is my opinion that we have 
no problem, no major problem, in television that could not be sub- 
stantially solved by additional facilities. This committee knows very 
well, through their explorations into the subject, of the shortage of 
facilities and the problems with trying to implement the ultra- high- 
frequency band, the UHF-VHF problem. I urged upon the Com- 
mission, and I would like to mention it for your consideration, that 
in proceeding with subscription television, we limit it to the UHF 
band. In other words, you could properly consider, 1 would hope, 
perhaps, a bill that would prohibit subscription television on the VHF 
band—which would, in effect, limit it to the UHF band. 

I feel that this would be a great impetus to implementing this spec- 
trum that is now largely unoccupied by creating w source of revenue 
for that type of operation. 

If subscription television is as good as the proponents indicate, it 
could overcome what is really a little bit of an additional obstacle, by 
putting it on the UHF only. 

Also I had suggested a percentage limitation on the amount of time 
that could be used on subscription TV. I hadn’t any sacred figure, 
but if you would think in terms of, let us say, 15 to 20 percent of the 
broadcast time that could be on a subscription basis, and if that 15 or 20 
percent happened to add up to some 4 or 5 hours a week and the station 
wanted additional subscription time, in order to get it, they would have 
to provide additional free broadcast time. I think that is the sum 
and substance of my position at this time. 

The CHarrman. Commissioner Mack ? 

Mr. Mack. Mr. Chairman, I think my concurring statement covers 
my position pretty well. It is attached to the order. 

The CuarrMan. I thought after we had a statement from the other 
two Commissioners, then we would have yours and then Mr. Bartley’s. 

Mr. Mack. I beg your pardon, sir. 

The CHarrman. Mr. Ford? 

Mr. Forp. I think I was at the Commission for approximately 2 
days at the time this order was adopted, so I did not participate. 
What I would have done had I been there and educated along with 
the other Commissioners in this very important subject, I am not 
able to say. But as time has gone on, I have accumulated a little bit 
of knowledge and information about it, and I expect to accumulate 
more. The important thing to me in the chairman’s statement) was 
the statement that each application would be thoroughly examined 
before anybody was authorized to do anything. 

Mr. Craven. Mr. Chairman, I thoroughly endorse the chairman’s 
statement today. I fully participated in the deliberations of the Com- 
mission’s first order, and I still stand by my guns. 

The Cuarrman. Mr. Mack, I think it would be helpful to the com- 
mittee if you would read your statement. 
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Mr. Mack. Would you like me to read my concurring statement? 

The Cuarrman. Yes. 

Mr. Mack. Attention is directed to the notice of this Commission of 
May 23, 1957, and my concurring statement which was as follows: 
The background and history of the proceeding in docket 11279 are 
amply covered in this notice. In my opinion, prior to any further 
mere of this docket the Commission should have resolved the 

asic question as to whether or not the authorization to licensees to 
broadcast a signal for which the public must pay a fee to receive is in 
the public interest. 

However, a majority of the Commission feels that the resolution 
of the aforementioned question cannot be made without the further 

roceedings provided for in this notice and I feel this makes these 

urther proceedings necessary. 

In light of the record that is now before the Commission in this 
proceeding, it is my opinion that this order is proper. It clearly 
= the licensee on notice that this type of service will be on a trial 

asis. As a result of the trial operation, the Commission will have 
information on the basic questions as to the technical problems and as 
to the effect on the public; that is, free as against pay television. This 
information will place the Commission in a position to resolve the 
question raised by me in the concurring statement quoted above. If I 
might say so, Mr. Chairman, we are a Piesahiienionns and we have differ- 
ences of opinion, but I never have been of the attitude that I should 
not agree to the concept that the majority rules. I agree with the 
chairman’s statement and also Mr. Hyde’s statement. 

I think it is unfortunate that we have had this thing before us so long. 

I am not a lawyer, you know, but apparently there are some legal 
questions involved, which you, yourself, have raised, as to our 
authority. 

I feel that this is a pretty good procedure. I do not like the idea, as 
a public utilities commissioner for a long time, of temporary authority. 
It is a pretty hard thing to take away from aba, I believe this 
order gives the Commission a lot of protection against the evils of 
temporary authority. Unless you have a question to ask me, that is 
about all I have to say about it. 

The CuatrMan. | think in order that we might get the other side, 
too, Mr. Bartley, who is the dissenting member, has a statement which 
he may present at this time. 

Mr. Bartiey. Mr. Chairman, and gentlemen of the committee, I 
dissented to the action of the Commission when it authorized pay tele- 
vision on a trial basis. I was in basic and fundamental disagreement 
with the Commission on a matter of procedure as well as substance. 
I felt that before any authorization was made for this type of service 
the Commission should hold an evidentiary hearing. I wanted to con- 
front the proponents of this proposed service with many of the ques- 
tions that I am sure are in the minds of the public and which your 
committee, under the circumstances, is now called upon to explore. 

We did not, in my judgment, have a sufficient record on which to base 
a trial demonstration. As I said in my dissent, the most critical gap in 
this record lies in the failure of the proponents to make a showing in 
response to the Commission’s request in question 11 of its notice, that is, 


A statement of the specific ways in which it is believed that the conduct of the 
proposed field demonstrations would assist the Commission in evaluating the 
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effects, impact benefits, and potential hazards or disadvantages of subscription 
television, if it were subsequently authorized on a more general scale. 

This, in my view, is the crucial public-interest issue upon which the 
determinations in this proceeding must be based. Unless the Commis- 
sion is in a position to make a sound determination that the service 
proposed warrants the use of scarce frequencies, it cannot go ahead in 
the absence of further administrative proceedings. One has only to 
recognize that most of the recommendations in the report of the net- 
work study staff stem from the insufficient number of hours of broad- 
cast time available for effective use, to be aware of the impact and 
implications of imposing upon this already critically limited broadcast 
structure another system which will deprive the general public of pro- 
grams on their television sets unless they pay a fee. 

It was the above-mentioned issue which was designed to give the 
proponents an opportunity to establish the need for the use of spec- 
trum space for this service. None of the proponents have made a 
convincing showing that the public interest or its need compels the 
authorization at this time even of trial demonstrations. The record, 
therefore, does not thus far provide us with any firm data on any of 
the foregoing matters, each and all of which are vital to a public 
interest determination as to the use by this service of broadcast fre- 
quencies. The Commission stated at the time of the further notice, 
that— 
in the event the additional information fails to clarify all of the important con- 
siderations we believe to be involved, we will then decide whether it will be 
desirable to conduct oral hearings on specific issues to be designated. 

I am of the opinion that there is an insufficiency of information and 
data upon which to proceed further, and that additional proceedings 
of an evidentiary nature are necessary. I indicated in my dissent 
what I thought to be the appropriate procedure to be followed, as in 
other cases of authorization of new services. 

I also set forth the specific issues upon which I felt evidentiary 
hearings should be held. I believe that this committee would now 
wish to require the principals of the proponents and opponents to 
appear and testify on what, in my opinion, are seven vital issues here ; 
namely, the need for the service proposed ; the public service features ; 
the source and type of programs to be presented ; the financing of the 
proposed service; the mode of operation ; the technical standards to be 
adopted ; and the adequacy of existing or other facilities to render the 
proposed service. 

To allow test demonstrations on the scale proposed by the majority 
at this time and on the present record is, tomy mind, to “buy a pig in 
a poke.” And the trouble may be that, when we open the “poke,” we 
may discover a spectrum hog. Existing law might well prove inade- 
quate to maintain effective control. 

There can be no justification for action at this time which causes us 
to lose our freedom of action, by burning our bridges behind us. To 
hope, as does the majority, that we can somehow walk the thin tight- 
rope of “not too much, and yet not too little” in the proposed tests, is 
to underestimate the magnitude of the prize at stake for those who 
seek it. 

Although there may be some mention in the comments thus far filed 
that subscription television could be used for other than entertainment 
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purposes, it is clear when viewed realistically, that the proponents are 
interested poate in the distribution of entertainment programs of 
wide popular appeal. 

It seems to me too much to expect that entrepreneurs will forego 
the potential profits of directing their programs to a mass audience in 
order to render a service however desirable it may be, to a smaller 
more select audience. 

And, it should be noted, that the proposed service here would be 
riding “piggyback” on a broadcast system to which the entire public 
has heretofore had free access ; and now presenting the real possibility 
of “blacking out” a portion of the general public for whose benefit this 
segment of the spectrum was intended and dedicated. 

The argument will undoubtedly be made to you that subscription 
television is like other services which use the public domain for the 
general benefit of the public and for which charge for their services 
is made. 

But, to me, there is a critical difference. What is overlooked by 
these arguments is the fact that in the American system of broadeast- 
ing we have an existing investment by the public of billions of dollars 
in television receiving sets for the reception of free television programs. 

The existing broadcast structure depends upon these sets. To ask 
this broadcast structure to share a part of its time with a limited-type 
service such as subscription television would be somewhat like asking 
the railroads to clear their tracks between major cities at peak traffic 
periods so that private automobiles, trucks, and buses can ride their 
rails. This would leave the bulk of the shippers and passengers who 
are dependent on public common carrier rail transportation piled up 
at the terminals waiting in line until the elite had passed. 

Since the Commission did not see fit to call for evidentiary hearings, 
it now appears to me entirely appropriate that this committee do so, 

I should like to conclude my statement here by observing, as I did 
in my dissent, that it is my belief that there is no need, and that there 
has been no showing, for such undue haste in the matter of trial demon- 
strations of subscription television. 

If subscription television has the potential of public acceptance 
prophesied by the proponents, then it would appear to me that the 
cost of a wire system would be no bar to its success. With the present 
shortage of time availabilities all alternative methods should first 
be fully explored. 

Time is not of the essence for a pay-as-you-see service over television 
stations. If, later, no alternative method proves practicable and such 
a service were to be found desirable, the television stations will still be 
there for use. 

But for the present, if we recognize and realize that we are dealing 
in this instance not only with a ‘wholly new service, but with a new 
“creature” in the industry; and if we realize that we have serious prob- 
lems here of a regulatory nature, we ought not to go ahead in the 
absence of that information which is necessary to make an affirmative 
finding that the public interest would be served by the authorization 
of this new service 

The only sound administrative way to obtain that information is 
through an evidentiary hearing upon appropriate issues, designed to 
obtain full and complete information and data respecting the ‘myriad 
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of factors underlying the significant change in the broadcasting struc- 
ture of our country. 

That concludes my statement, Mr. Chairman. 

The Cuarman. Well, there you have it from the Commission. I 
am sure that there are questions which arise in the minds of the mem- 
bers, but before we go into those questions, would you want, Chairman 
Doerfer, to amplify the legal memorandum referred to as to the 
authority of the Commission provided under the act 

Mr. Dorrrer. Yes; I would. 

If I may, however, I would like to indicate to the committee some 
of my personal thinking, and how I got to join with the majority. 

I think that the entire report of the Commission must be viewed 
as a test, a disposition to try something, a very considerate attempt 
to try it under controllable conditions. I am hopeful that this com- 
mittee will not place upon this Commission the burden of proving 
that subscription television will be a success. 

We do not know. I think that we did provide for the public 
interest when we decided not to finalize it. 

The Cuarrman. When you decided not to what? 

Mr. Dorrrer. When we decided not to finalize subscriptien tele- 
vision. We deemed it to be, at this stage, in the public interest. to 
get. some factual data, and then to have a hearing, to test it under 
the fire of an evidentiary hearing and then to present it to Congress, 
which at that time, may give us some suggestions with respect to 
recommendations. 

We may have something more tangible than what we have today. 
Without being too disdainful of the efforts of the proponents and 
the opponents, let me say this: We have had an awful lot of con- 
versation and very little factual material submitted to us. 

I agree with Commissioner Bartley, if we could, by having an 
evidentiary hearing, get something that we could get our teeth into, 
I would not hesitate, and I am sure no other Commissioner would 
hesitate, to order it, even before we tried it on a trial basis. Our 
action is a result of a conviction that we cannot get any more by 
just talking about it. 

For illustration, the proponents say, “You want us to be more 
explicit. Well, that takes negotiation with people in the commercial 
world, the patent holders, the manufacturers of the equipment, the 
program producers. 

“We can’t talk tothem. We have nothing to offer them. We can’t 
give them the slightest intimation what you are going to do. Now, 
if you will tell us that you, at our own great risk, and with a mini- 
mum of financial risk to the public, will entertain a test, then we have 
something to go back and discuss.” 

It was in that atmosphere in which I think the Commission acted. 
I think that this committee must be mindful that the Commission is 
quite sensitive to the frequent charges of undue delay, and the dilly- 
dallying that goes on. Working with the Commission as I have, I 
sometimes feel that those charges, although apparently justifiable, 
are the result of an abundance of caution. The American people are 
not timorous. This country would not be where it is today without 
some risk and daring. 

My philosophy of the administrative procedure is that I do not 
think we should be too patronizing; that if people with substantial 
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amounts of capital are willing to take a test under the strict limita- 
tions which we have indicated, that we would impose upon the sepa- 
rate considerations of the applications, they should be given the 
opportunity to do so. 

I hesitate to think where this country would be if before the first 
track was built upon which a railroad train ran, or in the wire com- 
munication services, wireless or telephone, or the trucking industry, 
or any other number of industries which are regulated today, could 
only be born under a complete mantle of omtaicn laid down by 
some agency that did not know the first thing about it to start with. 

I doubt very much that this country would be where it is today. 
Trial and error, venture and risk, is characteristic of the American 
people. We do make mistakes, but we profit by mistakes. 

I am satisfied, Mr. Chairman, we have done everything humanly 
possible to so circumscribe the test here that it will not get out of con- 

trol. If it seemingly or apparently does, I am satisfied that cer tainly 
the Congress, and, “if not C ongress, the American people, would be in 
a position to chec k the reins and to pull it back in, 

I would like now, if the chairman wishes, to discuss what we did 
with respect to our jurisdiction or the law. We have indicated in our 
report that there is no specific provision in law which authorizes a 
broadcast service for a charge. 

However, we do not find any specific prohibition against it. 

So this Commission was faced with the same type of thing it is 
faced with repeatedly and periodically. It reaches a decision or a con- 
clusion as to its jurisdiction by a process, as you well know, of statu- 
tory construction. We read the act. We try to figure out what Con- 
gress wants us todo. We read the legislative reports, and the history 
of the legislation. We examine the court decisions. After consider- 
ing all of these matters, we reach a determination. Let me say this: 
It is perfectly possible that the Commission does not have jurisdiction. 

The Cuarrman. Would you say that again / 

Mr. Dorrrer. It is perfectly possible that the Commission does not 
have jurisdiction. I think one of the quickest ways to find out is if 
we took action, the opponents will take us into court and the court 
could decide on the law as it is, whether or not we do or we don’t have 
jurisdiction. 

If it did not come to the courts, then certainly this Congress is in a 
position to checkmate us. To me, that is a more expeditious way of 
arriving at a determination of the law involved than by not doing 
anything. That is, really, the essence of the administrative process. 
It is expected to act. It is not expected, any more so than are the 
courts, to be absolutely accurate in every decision that it makes. That 
is the administrative process. That is perhaps one of the greatest jus- 
tifications for the existence of an administrative agency. “Lf we knew 
all the answers, it would not be necessary for this Congress or this 
committee to be sitting here this afternoon. 

We do not know the answers. We are trying, under the interpreta- 
tion of the law, to provide some factual information. One of the 
things we may be able to do one of these days is to indicate that we 
do not even have jurisdiction because a court of appeals said we did 
not have it. 
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Now I would like to go back into a brief statement of an analysis 
of the law. On February 20, 1957, there was presented to the Com- 
mission a staff report, which contains the staff’s recommendations with 
respect, to the questions of law as well as the questions of fact and the 
questions of issues relating to the public-interest consideration. 

In the first report we set forth those statutory provisions which we 
think have given us authority, and then we indicate also some of the 
debates, the questions which were asked by the various Members of 
Congress, at the time the applicable provisions were under considera- 
tion by Congress. 

The best that I can indicate is that we must first take the language 
of the law as it is written, apply the ordinary meaning to the English 
language, and then after examining all of the legislative history ascer- 
tain whether or not the FCC was to undertake a test of this kind or 
whether or not it was to refer the matter back to Congress and await 
until Congress had decided. 

I cannot at this time be more specific than that. I would be happy 
to answer any questions with respect to how much of the legislative 
history we had available, and how we got to where we did when we 
decided that we had jurisdiction. 

The Cuairman. Chairman Doerfer, in the first report just referred 
to, the Commission stated that the authorization of trial operations 
was based on the middle course of having a meaningful demonstration 
without committing the Commission to permanent operation. If the 
different proponents make considerable investments in various com- 
munities in order to demonstrate their system, what level of expendi- 
tures will the Commission permit without running the practical risk 
of foreclosing the Commission’s ultimate authority to reject the sub- 
scription TV operations as not being in the public interest ? 

Mr. Dorrrer. Mr. Chairman, we must first look at the application. 
I could conjure up any number of applications or any number of 
things that may be in an application. That would be meaningless. 
We must first wait to see what these practical businessmen, who appar- 
ently acquired their money and their capital in this business world 
by not making too many foolish mistakes, present to us in an applica- 
tion. 

I assume the ordinary forces of economics will play, and will be 
demonstrated in that application. They will, no doubt, set forth what 
they think they can sell to the American people, or to the subscribers. 
I would suggest that at the time when they present the application, 
we first look at not the rates so much, as to what the public 1s expected 
to pay, but for myself, and I think for the other Commissioners, what 
we are primarily interested in is what do they expect the public to 
pay for the decoding equipment, if any ¢ 

It is an open secret, if there is such a thing, that there is not any 
Commissioner that I know of at the present time who is very. enthu- 
siastic about the public buying any decoding equipment. 

As a matter of fact, the proponents for subscription television tell 
us, and have indicated, that they will endeavor to launch this enter- 
prise on the basis of a lease. We will examine the terms of that lease. 
We will see, I am confident, that the full and the complete risk lay 
on the entrepreneurs and not on the unsuspecting public. That is 
our job. That is one of the things we can do, and I am sure we will do. 
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The Cuatrman. Do you agree, Mr. Commissioner, that the concept 
of the Federal Communications Act was that the spectrum would be 
free to the users ? 

Mr. Dorrrer. No; I don’t think that it was intended that in all 
circumstances the spectrum was to be free to all users. A good deal 
of the spectrum today is subject to charge. I mean the use of it. 

The Crarman. Of course, I am not talking about the portions 
set aside for the Federal Government and the military and so forth. 
I am talking about that left to the Commission in the Federal Com- 
munications Act of 1934. 

Mr. Dorrrer. Mr. Chairman, we have any number of radio tele- 
phone circuits for which a charge is exacted for the use of these fre- 
quencies. 

The Cuatrman. I know that is true, but broadcasts, is what I am 
talking about; that is the crux of the issues we have before us. IT am 
not talking about the parts of the spectrum that you have set aside 
for these special uses. I am talking about broadcast use. 

Mr. Dorrrer. Mr. Chairman, the spectrum, at the time of the adop- 
tion of the 1934 act, was not divided by kinds into any specific uses 
whatever, as I read it. It left it to the Commission. The Commis- 
sion divided the spectrum, that portion of the spectrum which was 
in civilian use. You understand that almost 50 percent of the spec- 
trum has been designated and set over to the Government, under the 
powers of the President. I am talking about the other part of it. 

It was left up to the Commission to divide it and to classify it. 
It did that. First, it set aside a small portion of the band for broad- 
casting by radio. That is, the aural type. It expanded it from time 
to time. Then it took another portion of the spectrum and desig- 
nated it also for broadcasting, and they called it FM, frequency 
modulation. 

In the 1940’s, it took another portion of the spectrum and desig- 
nated it for television broadcasting. In between all of these desig- 
nations, a large portion of the spectrum is devoted to different types 
of uses. 

For illustration, there are any number of frequencies which, today, 
have been designated for or alloted to such services as the amateur 
services, the safety and special services; the police, the taxicabs, the 
aviation industry, the marine indust ry. 

Any one of those could be used for broadcasting. Tt just requires 
another reallocation or designation. Of course, I am not saying that 
that would be very easy, with the substantial amount of investment 
which is behind all of these services to which they have been allo- 
cated. But I know of no provision of Congress at the time that the 
1934 act was adopted which said that that portion of the spectrum 
from 540 kilocycles to 1,600 kilocycles shall be used for AM broad- 
casting, or anything concerning the range of megacycles which cover 
channel 2 to channel 15. 

There are some gaps in there. Congress at no time indicated that 
at all. 

I might point out that this order does not refer at all to the use 
of these frequencies as broadcasting. We are still undetermined as 
to whether or not it is broadcasting. But it is wholly consistent with 
our power, by experimentation, or any other re: asonable means, to re- 
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allocate a portion of the spectrum and call it broadcasting or we can 
cal] it nonbroadcasting. 

It could be used for subscription television. It could be used by 
the police; it could be used by the pone music broadcasters or pur- 
veyors. We could do any number of things. Our big job is to try to 
serve the public interest. 

The Cuarrman. I am still not satisfied with the answer in my own 
mind. That question was: Insofar as the broadcast to the general 
public, was not the concept of the act itself, when it was adopted, out 
of the experience of developing broadcasting to that point, and the 
experience since that time, that the use of this public-interest-type 
broadcasting would be free to the users ¢ 

Mr. Doerrer. I do not think so, Mr. Chairman. 

May I read about a page and a half into the record of some of the 
discussion which took place by Senator Dill, who was a sponsor of 
the Senate bill and chairman of the conference committee which re- 
ported it, and who made several statements which clearly indicted that 
he understood the legislation as not prohibiting the authorization of 
subscription broadcasting ? 

During a debate on the bill on the Senate floor, in response to a 
question by Senator Walsh of Massachusetts as to whether anything 
in the bill would permit “The charging of a fee to listeners-in when 
messages are broadcasted,” Senator Dill stated : 

Mr. President, in the first place, this bill provides that the Commission shall 
have authority to regulate the type of transmitting apparatus as to its 
external effect so that the Commission would have the power to permit or pro- 
hibit the use of such apparatus if it so desired. But I want to say to the Sena- 
tor that, in my judgment, Congress should not pass a law that would prevent 
a broadcasting station from so equipping itself that people could not listen to its 
programs unless they had a certain kind of receiving set. In other words, if a 
broadcasting station wants to select its clients by selling a certain kind of receiv- 
ing set or attachments for sets, I do not know any reason why the Congress of the 
United States should prevent it from engaging a telephone company or a movie 
house from preparing something and not allowing anybody to enjoy it or hear it 
except by their paying a fee. 

That is in the 68th Congressional Record, page 2880 and page 2881. 

In reply to another question by Senator Walsh, Senator Dill stated: 

Why, if one presents a program, should he not be paid for it? Let me say to 
the Senator that in most countries people are not permitted to have radio free, 
but here in the United States we have built up a free system of broadcasting and 
reception, and it has thrived. 

I do not believe with the condition existing that any broadcasting station can 


hope to prosper if it attempts to set up a method by which it would charge the 
listener-in. 


This is important. 


But I know of no reason why Congress should interfere with that kind of 
private business any more than it should interfere with any othemkind of private 
business. 

That can be found in the Congressional Record at page 2881. 

Senator Dill made a similar statement in reply to queries by Sena- 
tor Copeland of New York. Senator Pittman, of Nevada, criticized 


the bill because 


It admits under the bill broadcasters have the authority and power to charge 
for listening-in. 
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That is in the 68th Congressional Record, page 4109. The bill was 
similarly interpreted by Representative Davis of Tennessee and Rep- 
resentative Nelson of Wisconsin. 

While the main bill was pending, Representative Bloom of New 
York introduced a bill to prohibit a charge to listeners. That can be 
found in House Resolution 1687, 69th Congress, 2d session, This 
bill died in committee, and the Radio Act of 1927 was adopted without 
any such express prohibition. 

i want to point out, if I may, that there were other viewpoints, and 
that Representative White had a different interpretation. 

So that the record may be clear, may I read the next few para- 
graphs? I am reading now from the legal memorandum which was 
presented to the Commission on February 20,1957. It is identified as 
Mimeo No. 41403-R. 

An amendment to the Senate bill which would have authorized 
the Commission to control charges to listeners was stricken in con- 
ference, but the effect of this action appears to have been merely to 
leave the question of charges up to such licensees as might be au- 
thorized to conduct subscription broadcasting operations. It Ss 
be an unduly strained interpretation of the action to construe it 
prohibiting Commission authorization of subscription broadeasting 

The Cuairnman. That is the staff’s comment, is it # 

Mr. Dorrrer. This is the staff’s comment, not a quotation. 

The Cuairman. It did say an amendment was offered and was not 
agreed to? 

Mr. Dorrrer. Yes. That was by Representative Bloom. 

The Cxairman. He offered the amendment which would prohibit 
subscription television, and that amendment did not prevail? 

Mr. Dorrrer. You are correct. There is the other side of the con- 
troversy here, if 1 may indicate it. I will be very careful to quote 
when I am quoting one of the Congressmen and not the staff. So that 
the record may be clear, I started ‘the paragraph Senator Pittman of 
Nevada criticized this bill because 

t admits that under the bill broadcasters have the authority and power t 
charge for listening-in. 

This is the stafl’s memorandum to us, and not the statement of a 
Congressman. 

The record indicates, on the other hand, that at least one legislator did not 
understand the bill as conferring authority upon the Commission to authorize 
subscription television broadcasting. In reply to a question by Representative 
Nelson, of Wisconsin, Representative White, of Maine, stated: “The legislation 
gives no such authority.” 

That is 68th Congressional Record, page 2580. 

Mr. Hare. Is this a House debate ¢ 

Mr. Dorrrer. This is in the House. 

This is the staff speaking to us, again. 

When read as a whole, however, the legislative history, while not wholly con 
sistent on the point, appears to reflect the view that subscription broadcasting 
was not intended to be prohibited by the bill. It does not appear, however, that 
the question of subscription broadcasting was given much close attention. The 
record reflects neither any general anticipation that it would supplant or even 
very likely supplement to any significant degree the system of advertiser-tinancing 
broadcasting which was well-established as a universal practice, nor was the 
possibility of subscription broadcasting regarded with particular favor. 





§ 


vas 


sp- 


Cw 
be 
his 


ut 


nd 


not 


bit 


On 

ote 

hat 
ot 


hot 
rize 
tive 
tion 


Con- 
ting 
‘hat 
The 
ven 
cing 
the 


SUBSCRIPTION TELEVISION 89 


Senator Dill, who had urged, in effect, that the matter be left to the Commis- 
sion and to the industry, stated in reply to a question by Senator Wheeler, con- 
cerning probable public reaction to subscription broadcasting ; 

“T think that immediately the listeners throughout the country would protest 
to the Commission against such actions under their licenses.” 

That is 68th Congressional Record, page 3034. 

That portion of the debate is about as much as we could glean from 
the records of the discussion that had taken place at that time. 

Of course, there was more, but these are illustrative. 

The Cuarrman. I understand. I will not consume further time 
with this, because I know at this time other members of the com- 
mittee have questions. 

Mr. Williams, have you any questions? 

Mr. WituiAMs. Yes, Mr. Chairman, I do. 

I wish to ask this question : As I understand it, it is the present plan 
of the Commission to consider the granting of several licenses, on a 
limited time basis; is that correct ? 

Mr. Dorrrer. Yes, 3 years. 

Mr. WiuiaMs. I wonder if the Commission has given consideration 
to the possibility of setting up one pilot operation rather than granting 
several licenses. 

Mr. Dorrrer. Yes, we have given consideration to that. 

May I go back to your first question’ We have only one application 
pending. I did not want it to be misunderstood that we will grant 
any. Wehave not considered even this one, as yet. 

We did give consideration to a pilot demonstration. But the diffi- 
cutlty of that is the possibility that that would then become too much 
of an advantage to whomever the pilot was. It may result in a mo- 
nopolistic situation. So we have to steer a ship between these two 
dangers: One, that it does not get out of control, and, two, that it does 
not violate the monopolistic philosophy and laws of this country. 

Mr. Wiiu1AMs. Would it stand to reason that a single pilot opera- 
tion would be easier to keep under control than several of these types 
of operations ? 

Mr. Doerrrr. I think it would be possible, indeed, but I do not know 
how meaningful it would be, because there are several systems. We 
do not have any way of knowing which would be the most feasible, 
and which would be best for the public. It was in an effort not to 
foreclose the genius of any purticttak patent holder that we indicated 
the position that we would take if all other guards were placed against 
this thing getting out of control. 

Mr. Wiiuiams. Thank you. 

‘The CHatrman. Mr. O'Hara? 

Mr. O’Hara. Mr. Doerfer, how many television stations are there? 
I understood from your statement that there were 500 operating in 
this country. 

Mr. Dorrrer. As of January 11, 1958, there are 410 VHF tele- 
vision stations, 84 UHF television stations, commercial, for a total of 
494 commercial stations. 

For the noncommercial, that is, the educational, there are 24 VHF 
on the air, and there are 5 UHF on the air, for a total of 29 noncom- 
mercial television stations on the air. 

So the total today is 523 television stations in operation. 
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Mr. O’Hara. How many of those stations are affiliates of the so- 
called chains? Do you know? 

Mr. Dorrrer. Most all of these are affiliated, but they are not basic 
affiliates. That does not include the educational stations. They are 
not commercial. 

Mr. O’Hara. I am speaking of the commercial stations. 

Mr. Dorrrer. It is rather diffic ‘ult to explain, Congressman O’Hara. 
May I suggest that that information is detailed i in a Network Study 
Group Report, the Dean Barrow study group’s report. 

Mr. O’Hara. It is my understanding that in the years I have been 
on the committee, Chairman Doerfer, from complaints that have 
come to this committee, that many times a station will want to become 
affiliated with a particular chain and cannot get that affiliation. 

Is that a fact? 

Mr. Dorrrer. Yes, that is true. 

Mr. O’Hara. They either have no affiliation or they go to some 
other choice, a second or third choice, and become affiliates of that 
chain; is that correct ? 

Mr. Dorrrer. Well, they do have secondary affiliations. What is 
more important is that a station that does not have a network basic 
affiliation contract, or even an affiliation contract, is pretty hard put. 
It generally does not get any advertising programs either. So to that 
extent it is of great concern to us to always keep an eye on the possi- 
bilities of lighting up the dark channels. As Commissioner Bartley 
indicated, it is true that there is a searc ity but there always will be a 
scarcity. There could be 1,200 UHF stations on the air if there 
could be found economic grounds to support them. 

The shortage, of course, is in the more desirable frequencies in the 
larger metropolitan areas. That is where we are short. 

That is, excepting, of course, in New York and in Los Angeles, each 
of which has 7 VHF frequencies. 

Mr. O’Hara. Mr. Doerfer, the statements have been made, and I 
know it may be literally true, but I want to get your views on it, 
about these so-called piped in or closed programs which are pro- 
duced, like prizefights or certain occasions, where you go to a theater 
and pay your way in to see it. Does that involve in your opinion 
the so-called pay television situation ? 

Mr. Dorrrer. Congressman 0” Hara, that has nothing to do directly 
with the problem at hand. That is a situation which exists today 
under the free television system. I do not think for one moment that 
the Rocky Marciano fight, which was televised in the various the- 
aters, would not have found a sponsor on free television. It certainly 
would have. But these people that own these programs, or these pro- 
ductions, on occasion find it to be more profitable for them to get it 
across to the people via a closed circuit system. 

The darkened condition with respect to the recent football game in 
Los Angeles certainly has nothing to do with the lack of interest on 
the part of the free television broadcasters. They most certainly would 
have programed it. They certainly did not have any competition 
down in Los Angeles from any subscription televisers. There just 
are not any on the air. 

Mr. O’Hara. You have a situation where the Commissioners of 
baseball black out certain areas, when the game is being played in, 
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say, Washington, D. C., or any other place, and permit it to be tele- 
vised in some other place and that also applies to football games. 

Is that a free air transportation, or does that involve freedom of 
the spectrum, so to speak ? 

Mr. Dorrrer. We have, of course, no control over what I call the 
program producers. The proponents of subscription TV say that 
those people would televise if they could collect a fee for it. 

Mr. O’Hara. The majority of the Commission took the position, as 
I understood it from your statement, and I followed it closely, that 
this pay-television situation has been getting kicked around for some 
6 years on the Commission; that you felt that a trial run of a limited 
time, by complete control of the Commission of any authority for 
pay television, was something that should be done in the interest of 
progress. Is that a fair statement ? 

Mr. Doerrer. I think that is a fair statement. 

Mr. O’Hara. Whether it is going to be an economical success for 
the proponents of it, no one can tell. That is going to be a question 
of whether the public subscribes for it; is that true? 

Mr. Dorrrer. That is right. The illustrations that you gave, with 
the Los Angeles people : and the people in Detroit who could not see the 
recent Detroit Lions’ game, porns ips on that Sunday afternoon would 
have been very happy ‘to pay 25 cents or $1 whatever the entrepreneur 
thinks he could have collected, to st iy in their homes to see the game. 

Our concern is not to abort any idea. I agree with the st: itement of 
Charles Rhyne, the present president of the American Bar Associa- 
tion. He says there is nothing more powerful than an idea whose 
time has come. We do not know whether the subscription television is 
an idea about to be born, or whether it is just one of these things that 
will disappear under the test of experience and trial. But I would 

say this: My philosophy of government, and I think that the Com- 
missioners who voted for the test believe this, is that we do not have 
the omniscience, we do not know. 

The American people are most resourceful. They should be given 
the opportunity to accept or reject. If they reject, there is no problem 
whatsoever. If the test indicates that they will accept, there will be 
time enough for Congress to consider the full implie ations of it, and 
to legislate accordingly. Iam positive that this Commission will come 
up and make that recommendation, 1 might repeat again that there 
is no one on this Commission, no one, who really wants to jeopardize 
the present free system. 

Mr. O'Hara. Is it free in a way? That gets to be a rather broad 
term. The people who provide the programs pay for them, do they 
not ! 

Mr. Dorrrer. There is nothing really free. 

Mr. O’Hara. And they charge that up to the consumers and deduct 
it from their income tax; is it free? 

Mr. Dorrrer. No: it is not free. 

Mr. O'Hara. The people who buy their product pay for that pro- 
gram; is that correct ? 

Mr. Dorrrer. Yes. To this extent, there are people who cannot get 
television service today in any form, but who probably help pay for it. 

Mr. O'Hara. Then it is completely different than a free lunch, is it 
not? 


57T—58——7 


Or 








92 SUBSCRIPTION TELEVISION 


Mr. Dorrrer. Well, you have to pay for that, too, at times, in 
another way. 

Mr. Doxiincer. The Commission in its decision apparently was of 
the opinion that the American public was a captive Ladishes, and they 
did not have the right to be choosy, that they had to take ‘what was 
given to them. 

By this method, you are trying to at least find out whether or not 
they could get the programs that they want and pay for. Is that 
the theory behind it all? 

Mr. Dorrrer. Yes; I think that is a good statement, Congressman. 

Mr. Douiincer. Let me ask you this: Do you people have the right— 
you do now, I know—in giving a license to a station, where you more 
or less prescribe for them that they have to give to the public certain 
programs which are in the public interest, and they are not commercial 
in the sense that they try to sell products, but they have to be educa- 
tional in one form or another / 

Mr. Dorrrer. I wanted to correct my impression that I agree fully 
that the American public is a captive audience. 

Mr. Dotirncer. That is my interpretation. You do not have to 
agree. 

Mr. Dorrrer. For a captive audience, I suppose the best illustration 
is perhaps somebody in a streetcar who has to listen to something and 

cannot shut off his ears. 

Mr. Do.turnGer. If they have a television set and cannot get any- 
thing they want and have to use the set or want to use the set, they 
are captive to that extent. 

Mr. Dorrrer. To that extent. 

Mr. Dotiinger. That is what I meant. 

Mr. Dorrrer. I wanted to make it clear that they do not have to, 
and many people do click off a television set. 

Mr. Do.irNnGer. I am one of those who do many times. But in your 
opinion, the Commission thought that you would give them the op- 
portunity in this test to get the things that they want and want to 
pay for. That is the theory behind it? 

Mr. Dorrrer. That is the theory behind the test, to find out whether 
or not they do, and how many want it, and whether or not if a few 
want it it will destroy the other. 

Mr. Douurnger. I am trying to find out whether the Commission, 
before they took that stand, explored the idea that they could get 
these stations to give the public a little more of what they want on a 
free basis before you went through with this so-called test of having 
them pay for the programs that they are interested in. 

Mr. Dorrrer. rian we have no power to censor. We have 
no power to dictate programing. 

Mr. Dotirncer. You have the power to license the stations. 

Mr. Dorrrer. Yes. 

Mr. Dottincer. And in licensing the stations, you prescribe to them 
that they have to give to the public certain programs which are of a 
beneficial nature, which are not commercialized. 

Mr. Dorrrer. No. 

Mr. Dotiincger. Do the stations of their own accord give to the 
public these educational programs ¢ 

Mr. Dorrrer. That is right. 
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Mr. DotuinGer. That is not by any compulsion on your part at all? 

Mr. Dorrrer. There is no compulsion a It just is implicit in 
the license that there is a general obligation to serve the public 
interest. 

Mr. Doutiineer. That is right. I was coming to that. You have 
in your own right the right to determine what is best for the public 
interest. Have you not that right? 

Mr. Dorrrer. It is sort of a negative power that we have. 

Mr. Do.iiinGer. Supposing X station decided that. for 20 hours a 
day it would put on gangster pictures, and immortal pictures, and 
things like that that ‘would corrupt the public to a certain extent. 
Would you have the right, then, to revoke a license under such condi- 
tions ¢ 

Mr. Dorrrer. Well, I would say that if they put on immoral pro- 
grams, it would come under the ban of obscenity. That is an express, 
congressional, legislative a vctment. 

Mr. Douurncer. How far could you go without worrying about it 
more or less¢ Could you go to a certain extent to decide that the 
public is interested in certain programs and they should get them, or 
at least they are the public airwaves, and it doesn’t belong to anybody 
but the American public? 

Mr. Dorrrer. Congressman, you are touching upon one of the most 
difficult: questions that the Commission has to cope with. That is 
the extent to which the Commission can regulate programing in any 

respect. 

Mr. Dotuincer. I will grant you that. 

Mr. Dorrrer. There is a wide divergence of opinion on the Com- 
mission, to the point where we have absolutely none, and to the point 
where we have some power, at least, in lifting an eyebrow. 

Mr. DotirNcer. Let me ask you this, Mr. Commissioner: Am I 
right in assuming or stating that some of the major networks are op- 
posed to the Commission’s decisions ? 

Mr. Dorrrer. You can say absolutely that not some but they all are. 

Mr. Dotiincer. Can I ask you this question, then: Before making 
your decision, was it possible to call on these major stations and say, 

“Look, you might be opposed to this thing, and the reason that we 
are going to go along with this test is because we feel that you are not 
giving to the American public that which they are entitled to, and 
unless you change your theory of programing programs we are going 
to be compelled to have this trial go forward”? 

Was there a possibility of that idea? 

Mr. Dorrrer. We have indicated that after this test, or toward the 
end of it, we will have an evidentiary hearing. I am oppositive there 
is not a single Commissioner who would finalize or adopt a policy 
which indicates that it would finalize subscription television without 
an evidentiary hearing. 

Mr. DotirNncrer. Commissioner Bartley was opposed to the Com- 
mission’s unanimous report because he felt that there were not suf- 
ficient evidentiary matters that came before the Commission, 

I am wondering whether or not this wasn’t one of the areas, Com- 
missioner Bartley, that made you feel that the Commission had not 
explored the thing fully, that ‘they should go a little further before 
they made their decision. 
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Mr. Bartiry. We have heard a lot of publicity talk about what 
this thing would do, but we have not had any proponent come down 
and tell us. I wanted to find out actually what he could do. That 
is it in a nutshell. 

Mr. Douiincer. I want to find out whether you have explored it 
fully before the American public is made to pay at least a small por- 
tion to get what they are entitled to. 

Mr. Dorrrer. Let me say this, Mr. Chairman. Of course, Com- 
missioner Bartley’s statement speaks for itself. I think the only dif- 
ference between Commissioner Bartley’s dissent and_the action of 
the Commission is, When do you have a hearing? Do you have it 
before you authorize a test, or do you have it at the end? The ma- 
jority of the Commission, asl have indicated, felt we could not get 
any more in an evidentiary hearing than we already have by the 
method of a paper presentation. 

That has been the plea in many of the pleadings which have been 
filed with us, We cannot tell you any more. “For goodness’ sakes,” 
they say, “give us some indics ation so that we can go out and come 
in with some realistic contracts, if you please, with these various com- 
ponents in the industry, so that we can give you some intelligent 
answer as to how we propose to operate, and the various implications 
of it so far as we can see. 

Mr. Dotiincer. When we start something on a temporary basis 
or a trial-run basis, before we know it it becomes a fait accompli 
and becomes permanent. 

I don’t think the American public, in my opinion, have been pro- 
wait fully to this point. 

I am afraid that we will start something now on this trial basis 
which will become permanent. That is what I am afraid of. I do 
not think we have explored it fully enough. 

Mr. Dorrrer. You put your finger on the crux of the whole prob- 
lem. That is whether or not this thing will get away. The Com- 
mission does not think it will get away. 

Examination of some of the other temporary authorities showed 
they were launched without sufficient warning that the rug would be 
pulled out from underneath them, as I view it. 

We have indicated as clearly as we possibly can that this has defi- 
nite limitations. Not only that, but all of the financial risk shall 
be on the entrepreneurs. Well, not all of it. Certainly you cannot 
stop John Q. Public from leasing a decoder if he w ants to lease it at 
$1, $2, or $3 per month, if he wants to lease it. You have that little 
leeway. But this Commission has told the industry, all of those who 
are interested in subscription television: The financial risk shall be 
upon you, and not only that, even if you are successful, it may be con- 
trary to the public interest. Hence, we are warning you now that all 
of that equipment, and all of your investment, may become absolutely 
obsolete and go down the drain. Our primary duty is to the public. 

May I call your attention to paragraph 58 of the first report ? 

We have, moreover, reserved our ultimate judgment, which we believe can be 
made only in the light of a trial experience, as to whether the public interest 
would be served by the definitive establishment after trial of subscription tele- 
vision service employing TV broadcast channels. 


I do not know what more humanly possible thing a Commissioner 


ga 


could do than to say, “Yes, in a true American spirit of risk and free 
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enterprise and entrepreneur, we will let you go, but, remember, we 
have a terrific public responsibility, and if it looks like 20 perce ent of 
the people will take away the good programing from the other 80 
percent, you better be prepared ‘to fold your tent, and it will be just 
too bad for you.” 

I do not know. how else you can express it. 

Mr. Dotirncer. I do not wish to take any more time, Mr. Chair- 
man. 

The Cuarrman. Mr. Hale? 

Mr. Hate. From what you said, Chairman Deerfer, I take it you 
subseribe to the economic philosophy that there is no such thing as 
a free lunch; is that right? 

Mr. Dorrer. I certainly agree. 

Mr. Harr. Aren’t free television and free radio essentially in. the 
same class as a free lunch? 

Mr. Dorrrer. Well, I think that realistically the American:people 
pay for free television, because the advertising dollar has to come from 
somewhere. But [ am not quite convinced that every dollar comes out 
of the American pocketbook because advertising itself is a catalytic 
agent which generates wealth in this country, so maybe the people 
do get free television. 

Mr. Hare. In one way, the program is paid for by the listener, and 
in the other way the program is paid for by the consumer of adver- 
tised products. Is that what it comes to? 

Mr. Dorrrer. Yes; but, of course, they are probably the same per- 
son. Not always, but most of the time. 

Mr. Hare. I take it. from what you said you would not have any 
doubt about your right to license pay radio programs. 

Mr. Dorrrer. That is correct. J think that we could conclude that 
we would have that jurisdiction. 

Mr. Har. Since you have been on the Commission, has there ever 
been an application for a pay radio program ? 

Mr. Dorrrer. Not while I was on the Commission. Well, it has 
been pointed out to me that some of the store-casters resemble pay 
radio, You understand what the store broadcasting is. That 1s a 
system whereby, with specialized equipment, the stores, the dentists, 
the doctors, factories, some hotels, can, for a fee obtain musie radio 
broadcasting. I am talking about aural broadcasting. They call it 
background music. You probably have heard it. 

There is a good deal of it Congressman Hale, in the elevators of 
hotels, and in restaurants. That type of thing is subscribed for and 
paid by the restaurant owner, or whoever gets the background music. 

Mr. Harr. Do you share the apprehension that pay TV might make 
other forms of wlersing programs impossible or impractical ? 


Mr. Dorrrer. Well, I can’t for the life of me see how the Ameri- 
can people will pay As ths at which is good and which they get free. 
It is contrary to just ordinary sound management of the family 


budget, to pay for something you get free. 
Mr. Hare. You do think it can be half pay and half free, do you? 
Mr. Doerrer. I think the opponents of subscription television will 
admit that, but what they say is that it cannot long exist, that the 
subscription televisers w ill steal the talent and the writers and all of 
the genius which produces the program, and that is how free television 
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will be destroyed. As I say, those are all predictions. Really, both 
sides are engaging extensively in speculation and prediction. 

We just felt that the least we could do down there with respect to 
this problem is, after 3 years, to come up and tell you “Here is some- 
thing concrete.” f 

Maybe we will have to do that before the end of 3 years. That is 
part of our job, to alert Congress to a danger which may be develop- 
ing, which may get out of control, if it were finalized and ultimately 
becomes a system. 

The CHarrman. Mr. Rogers? 

Mr. Rogers. Mr. Doerfer, it is my understanding that these hear- 
ings had to do with the question of jurisdiction of the Commission to 
enter this type of order. Although we have gone somewhat afield in 
it, I wanted to ask you a question about the point you made this after- 
noon to the chairman with regard to a proceeding in court. Have 
any suits been filed against the Commission ? 

Mr. Dorrrer. No, because there has been no authorization granted 
as yet. 

Mr. Rogers. I mean if you threaten to grant it. 

Mr. Dorerrer. No. I think any action like that would be prema- 
ture. I think after an authorization is granted, there may be grounds 
for bringing it into court. 

Mr. Rocers. Has there been any indication that a suit will be filed 
if you do grant an authorization ? 

Mr. Dorrrer. I am not aware of any. 

Mr. Rocers. Has there been any indication from the national net- 
works that they intend to file a suit if this is allowed to go forth? 

Mr. Dorrrer. No; there is no indication that I know of, but I would 
suspect that the moment an authorization were granted, there would 
be somebody who would find some way to test it in court. 

Mr. Rocers. To go into court? 

Mr. Dorrrer. Yes. 

Mr. Rocers. Now, Mr. Doerfer, back on the other things, and about 
the question of free TV, the truth is there is not anything free about 
this anyway except that some people are using the air avenues that 
belong to the people, but the people are not being paid for the use of 
those air avenues, are they? 

Mr. Dorrrer. No, excepting in the enrichment of their lives. 

Mr. Rocers. Do you mean some spiritual lifting that they get? 

Mr. Dorrrer. No. Entertainment has a certain value. 

Mr. Rocers. What they do is buy a television set and someone pays 
someone to put a program on the air. But I believe you stated it 1s 
generally understood that the people own the spectrum. They own 
the channels, the air waves. The people themselves own that. No 
body pays the people or the Government one nickle for the use of those 
airwaves, do they, at the present time. 

Mr. Dorrrer. No: excenting by way of income taxes. 

Mr. Rocers. By way of income taxes? 

Mr. Dorrrer. There is no charge for obtaining a license. 

Mr. Rocers. So actually. it is not a question of the public getting 
something free. Somebody is using the public property without 
paving for it, are they not? 

Mr. Dorrrer. Yes: to that extent. There is no direct payment. 
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Mr. Rogers. I have one other point. You do not have jurisdiction, 
the Commission does not have jurisdiction, over these antenna trans- 
lators ? 

Mr. Dorrrer. Do you mean the community antenna? 

Mr. Rogers. Yes. 

Mr. Dorrrer. Let me answer it this way, Congressman Rogers: I 
do not think that the Federal Communications Commission has j juris- 
diction over community antenna operators. 

Mr. Rogers. Do I understand that this is right, Mr. Doerfer: When 
a man opens a television station, he goes to one of the major networks. 
How many major networks are there? 

Mr. Dorrrer. Three. 

Mr. Rogers. He goes to one of them and he says, “I am open for 
business, and I want to put your programs on my ‘television station.” 

They may say, “All right: you put them on there.” 

Do they pay him a fee for rebroade: asting those ? 

Mr. Dorrrer. Yes, generally speaking, that is true. There are some 
stations which I think they call enti stations, which perhaps do not 
get a fee from the National Broadcasting or Columbia Broadcasting 
System, or the American Broadcasting Co. But I think that it’s 
about 30 percent of the network time rate that is paid to the licensee 
or the affiliate, ves. 

Mr. Rocers. The affiliate? 

Mr. Dorrrer. Yes, after the deduction of a lot of charges. 

Mr. Rocers. If you are advertisinng Ivory soap, and the charge for 
Ivory soap is supposed to include the entire national hookup, the 
people that rebroadcast it are paid part of the money that Ivory soap 
pays ? 

Mr. Doerrer. Yes. If he programs and broadcasts the program 
which the networks deliver to him, yes. 

Mr. Roeers. Is it not happening right now, Mr. Doerfer, in some 
communities, that these community antenna translators are being used 
to pick up these signals from stations in the metropolitan area, and 
are being used to pipe these programs into communities which hereto- 
fore did not have a television station but which recently have been 
granted a television license, and the national networks will not permit 
those television stations to broadcast their programs because they are 
considering that they already have that market as this is being picked 
up by a community antenna? 

Mr. Dorrrer. No, I know of no such instance at all, Congressman 
Rogers. 

Mr. Rogers. Where they have refused to make a contract with the 
local television station ? 

Mr. Dorrrer. May I get the record straight? I do not think we are 
talking about the same thing. When I am talking about community 
antenna systems, I am talking about a wired system, where an organ- 
ization of people in a valley may get together and put a master antenna 
on a hill, catch the signal and transform it into current and pipe it 
down to the homes by wire. 

Mr. Rogers. We are talking about the same thing. 

Mr. Dorrrer. When you talk about translators, that is, where they 

“an get the same signal, but they can broadcast it without the use of 
wires to the individual homes. 
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Mr. Rogers. I am talking about the wires. 

Mr. Dorrrer. The act provides that no station may rebroadcast 
programs of another station without the express consent of that other 
station. 

Mr. Rogers. But the catching of this signal is not considered a re- 
broadcast, is it, on a community ‘antenna ! 

Mr. Dorrrer. I am talking about the translator. 

When you get into the community antenna, I HORE, really know 
whether it is a practice for them to get consent or not. I doubt it. I 
doubt it very much, 

Mr. Rogers. On the community antenna system / 

Mr. Dorrrer. That is the wire. 

Mr. Rocrers. My understanding is that they do not get consent, that 
they are not under your jurisdiction. 

Mr. Dorrrer. There may be some circumstances, Congressman, but 
it certainly has not reached the point where it has come to our at- 
tention. 

Mr. Rogers. Would it not be possible, Mr. Doerfer, if you had three 
national networks—take a town the size of Dallas, where you have 

lot of people around Dallas in the smaller towns—for a man to 
put up one of these antennas, catch the signal and pipe it into the 
homes before a television license was granted in that particular com- 
munity, and then the national networks would refuse to give another 
man access to the national programs because these people were al- 
ready getting the programs out of Dallas over this wire system ? 

Mr. Dorrrer. That isa wholly unre salistic situation. 

Mr. Rocers. A man has been in my office complaining about. it. 
That is what I am talking about. This concerns Tyler, Tex.; that 
is not my district. 

Mr. Dorrrer. I misunderstood your question. Do I understand 
that because a community wire system is in a community that the net- 
work company will not affiliate with some local station ? 

Mr. Rocers. With the local television station, because they said, 
“These people that you are serving are already in our market. We 
are already considering them a part of our market, because they are 
geting our programs out of Dallas, even though they are getting it 
through this antenna system.” 

Mr. Dorrrer. That might be the reason given, but I doubt very 
much if that is the real reason. 

Mr. Rogers. It may not be. But would it not be possible for the 
national networks to do that very easily, rather than have to pay a 
fee? 

Mr. Dorrrer. As an abstract proposition, you cannot make the net- 
works affiliate with any local station operator. 

Mr. Rogers. That is exactly what I am talking about. In other 
words, they do not have to do that. It is a realistic problem, however, 
because it is going on right now. 

Now, you only have 3 national networks; suppose you have 5 
channels. Two of them will not have national networks, will 
they ? 

Mr. Dorrrer. If you mean in the same community, no. 


Mr. Rogers. How many channels can you put into operation in 
Washington, D. C., today? 
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Mr. Dorrrer. They are four in operation today. 
Mr. Rogers. How many can you put in? I have 10 positions on 


my dial. 
‘Mr. Dorrrer. I think we could put in 2 or 3 UHF but not any more 


VHF. 

Mr. Rocers. In other words, you have more positions than you 
have national networks, you have more channels, and about the only 
thing those other people could show would be 1916 cowboy pictures. 

Mr. Dorrrer. That may be, yes. 

Mr. Rogers. Is that not one of the reasons, Mr. Doerfer, that. the 
proponents of this subscription TV are interested in it, that there 
are channels that are not being used at the present time, for some 
service that the people might want that they would be willing to 
pay for? 

Mr. Dorrrer. That is not their prime reason. That is one of the 
arguments as to why we should allow it, that it may activate some 
dark channels. 

No; I think their prime reason runs something like this: There are 
a certain number of people, and this might be a minority of people, 
who would be willing to pay for programing if they could get it with- 
out advertising, and if they could get good programing—what they 
consider to be good programing. 

That is perhaps one of the biggest reasons that is advanced as to 
why it is in the public interest. We are aware, however, that they 
may program not the high class programing but the very popular 
programing. We are aware of that. It is that type of thing that we 
would like to make a very careful appraisal of, and scrutinize, to see 
just what would happen. 

It would not be very fruitful to continue to discuss a situation 
whereby we would be taking away from the people a heavyweight 
championship prize fight, because that prize fight is not ordinarily 
broadcast over free TV now. 

If some of the very popular programs which are over TV are di- 
verted to subscription television, certainly there is a clear indication. 

Then we are leaving the realm of speculation and we are getting 
into something of substance. That is the time for the Commission to 
act or for it to alert Congress. When that develops, I do not agree 
that with the way we have set this test up we would be powerless to 
stop it. There would be no vested right in it. There is no vested 

right today in any frequency. Certainly with all of the caveats 
which we have hemmed about this proposed authority, there cannot be 
really much substantial complaint if we just pull down the curtain 
and say, “No more. You have gone far enough. We are going to 
Congress and we are going to give it the problem, and give it our 
recommendation on how to cope with it.” 

Mr. Rogers. That is all, Mr. Chairman. 

The Cuarrman. The hour is getting late. I think probably it 
would be a good time to suspend until tomorrow morning. Could you 
come back tomorrow morning, Mr. Commissioner ? 

Mr. Dorrrer. We will be available, Mr. Chairman. May I request 
some indication of the type of preparation we should have for to- 
morrow morning ? 
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The CuHatrMan. I think we better give the other members of the 
committee an opportunity to oe such questions or thoughts that 
they have in their minds. That will be the purpose of it. 

Mr. Dorrrer. I understand. In other words, there is no broad 
field that you want to direct our attention to, in the interest of expedi- 
tion, where we could be prepared ¢ 

The Cuarrman. Not that I recall right now, unless you have some- 
thing yourself that you wish to amplify. 

The committee will adjourn until 10 o’clock in the morning. 

(Whereupon, at 4:35 p. m. the hearing was adjourned, to reconvene 
at 10 a.m. Wednesday, January 15, 1958.) 
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WEDNESDAY, JANUARY 15, 1958 


Hovse or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 
The Committee met at 10 a. m., in room 1334, House Office Build- 
ing, pursuant to recess, Hon. Oren Harris, chairman, presiding. 
The Cuamman. The committee will be in order. 


STATEMENT OF JOHN C. DOERFER, CHAIRMAN, FEDERAL COM- 
MUNICATIONS COMMISSION, ACCOMPANIED BY COMMISSIONERS 
ROSEL H. HYDE, ROBERT T. BARTLEY, ROBERT E. LEE, RICHARD 
E. MACK, T. A. M. CRAVEN, AND FREDERICK W. FORD; WARREN E. 
BAKER, GENERAL COUNSEL; LOUIS C. STEPHENS, BROADCAST 
BUREAU—Resumed 


Tue CuarrmMan. When the committee recessed last evening, mem- 
bers of the committee were asking questions, helping to develop the 
issues regarding the important question of pay TV. Mr. Heselton 
was to be recognized thismorning. Mr. Heselton. 

Mr. Hesevron. I would like to ask Mr. Hyde and Mr. Lee a couple 
of questions about their concurring statements. As I recall it, Mr. 
Hyde stated that he thought there should have been in this first 
report some reference to the procedural side of the applications on 
the hearing. Am I right about that? 

Mr. Hype. Yes, Congressman. I wanted more information about 
such matters as what would be the function of the station licensee and 
some of the operational characteristics of any such service. 

Mr. Heseiron. Just so that I may understand it, that was brought 
up, I take it, in the Commission’s hearings before the first. report was 
adopted ? 

Mr. Hypr. This matter was discussed, and I concluded for my own 
purposes that the filing of applications might be made the vehicle for 
obtaining such information. If we did not obtain it, we still have 
our processes by which we can get it. 

Mr. Hesevron. You do not feel that that matter is foreclosed at all ? 

Mr. Hype. Not at all. 

Mr. Hesevtron. In terms of the procedures before the Commission, 
is it possible to amend an order of this kind so as to include some other 
matter such as this if it should be deemed wise to do so? 

Mr. Hype. It certainly is possible to amend the order, and, further, 
upon receipt of any application, it is quite within our powers to ask 
the applicant for additional information. 
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Mr. Hesevtron. That is what I wanted amplified. 

Commissioner Lee , I think you suggested the advisability of placing 
in the order something with reference to the percentage of time to be 
devoted to free television. If I recall correc tly, you said you were not 
wedded to any particular percentage, but st: ited with the idea of either 
15 or 20 and then thought it might go up another 5 percent. As I un- 
derstand Mr. Hyde’s response to the question I asked him, that, too, 
was brought out in the Commission’s hearings, but you did not press 
it for the same reasons Mr. Hyde suggested, that it could be covered 
in terms of the application ? 

Mr. Lee. I think it would be fair to say that I pressed it as hard as 
I could, and tried to persuade my colleagues. Having failed that, as 
Commissioner Hyde said, I think I will get a second opportunity as 
applications come in. 

Mr. Husetron. Was there some other point I have forgotten that you 
mentioned ¢ 

Mr. Ler. I mentioned that I thought it should be restricted to the 
UHF portion of the spectrum, which I hope this committee will con- 
sider in connection with this subject. 

Mr. Heseiron. I think you did suggest that this committee, now 
should consider that suggestion in considering any legislation which 
might come before it. 

Mr. Hype. Yes. The point is that certainly in my opinion there 
are no major problems in television at the present time that could not 
be solved with more stations, more facilities. 

Mr. Hesevron. Thank you. 

(‘commissioner Doerfer, how many TV stations are there at the 
present time ¢ 

Mr. Dorrrer. TY stations? 

Mr. Heseiron. Yes: which are licensed. 

Mr. Dorrrer. The total stations on the air, commercial, are 44. 
That is broken up into VHF 410, UHF 84. Noncommercial total 29. 

Those are broken down into VHF 24 and UHF 5. The total com- 
mercial and noncommercial, both VHF and UHF 1 

Mr. Hesevron. If I understand you correctly, approximately 150 
cities or areas have 1 channel, is that right ¢ 

Mr. Dorrrer. Congressman Heselton, could I ask whether you are 
speaking about stations on the air? Could I ask whether you are 
talking about stations on the air or stations assigned to the various 
areas ¢ 

Mr. Hesevron. I should have asked you another question. I will 
withdraw that first question. How-many applications are pending? 
Let us restrict ourselves to commercial TV. How many applications 
have you pending which have not been acted upon 4 

Mr. Dorrrer. Still pending and not yet acted upon are about 30 or 
40, 

Mr. Hesevron. It ismy understanding that—— 

Mr. Dorrrer. Just a moment, sir. I want to straighten out the 
record as to whether or not those are applications for stations or ap- 
plications for communities. There may be 2 applications for 1 com- 
munity. The figure 40 refers to channels and not the number of ap- 
plications. There may be a number of applications which exceed 40 
because of competing applications for the same channel. 
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Mr. Heseuron. If I state this correctly, and I shall refer to cities ‘be- 
cause that is the basis of the information I have, though it possibly 
should refer to areas rather than cities, as I understand it, some 140 
cities have 1 channel, some 68 have 2, 38 have 3, and there are only some 
15—I think that was changed in the language of the order—whrich have 
4ormore. Is that correct ¢ 

Mr. Doerrer. That is approximately correct. 

Mr. Hesevron. If that is so, and if the station, obviously,:can-only 
transmit 1 program at a time, are not these 1-station areas the ones most 
in need for varied programs ¢ 

Mr. Dorrrer. Ideally, we think that at least 3 stations to a.com- 
munity would serve the public interest. We, of course, would be happy 
to have more than that available. I am talking about the benefits of 
competition. The reason that there are not more than 1 chanmél m 
some of these communities may be due to 2 factors: One, that there is 
no channel available in the VHF portion of the spectrum. There may 
be UHF channels available which nobody wishes to implement. be- 

‘sause of the fact that the public has not completely accepted UHF un- 
der certain circumstances where they receive a service perhaps from a 
VHF channel in that community or from nearby areas. 

The other reason that some communities have only 1 channel in 
operation is economics. There is just not enough economic support to 

yarrant the investment necessary to erect a television antenna tower 
and the studios. That is essentially a business judgment. I am sorry 
that the Commission cannot throw any specific light on it, other than 
to indicate that we are aware of the economic scarcity in many areas 
to support a television service. 

Mr. Heserron. It is a fact, is it not—and I refer to page 18 of the 
first report, subparagraph 84, under the title “Trial Cities’*—that at 
least as of October 17, 1957, the Commission decided to limit the 
authorizations in this so-called pay TV experiment to stations and 
cities with at least 4 commercial television services, including the ap- 
plicant stations. I am referring now to the text in that paragraph. 
Then there appears to have been an erasure, and there is the substitu- 
tion of 20 meeting these specific requirements. If that is still true, 
this pay TV would be confined within the area of 20 cities or 20 areas; 
is that not right / 

Mr. Dorrrer. Yes; it is limited to those areas. 

Mr. Heseiton. I am not particularly interested in taking the time 
now, but will you furnish the names to the committee of the areas or 
cities in that reference / 

Mr. Dorerrer. Yes. 

(The information referred to follows :) 

During Chairman Doerfer’s testimony, the question arose as to what cities 
would meet the conditions laid down by the Commission for trial operations—in 
particular the requirement that the principal city served by the applicant’s 
station have four grade A commercial television signals. As announced by the 
Commission in its Public Notice (mimeograph No. 51051) dated October 17, 
1957, the following cities would be included : 

Chicago 

Dallas (Fort Worth) 

Denver 

Fresno (Tulare) 

Harrisburg (Lancaster, Lebanon, Reading, York) 

Hartford (New Britain, New Haven, Springfield, Waterbury) 
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Los Angeles 

Miami (Fort Lauderdale) 
Milwaukee 
Minneapolis-St. Paul 
New York 

Philadelphia (Camden, Wilmington) 
Phoehix (Mesa) 
Portland ( Vancouver) 
St. Louis 

San Antonio 

San Francisco-Oakland 
Seattle (Tacoma) 
Washington, D. C. 
Wilkes-Barre (Scranton) 


Any additional cities with four grade A commercial services would also qualify. 
In addition, those cities in which there are now only three grade A commercial 
seryiees would qualify if an applicant proposed the use of a locally assigned chan- 
nel on which a station is not yet in operation. 

Mr. Hesevton. Let me ask you this: If I understand it correctly, 
in terms of this experiment, it would be the purpose of the Commis- 
sion to monitor very carefully the types of program, and the full de- 
tails of the operation of any experimental pay television; is that 
right ? 

Mr. Dorrrer. We will require reports. The Commission itself is 
not equipped to monitor the stations. 

Mr. Heserron. That is my very point. Is it not a current com- 
plaint that the Commission is not equipped, and does not the Com- 
mission itself say that, to even monitor existing stations, television or 

‘adio, to the extent that applications for renewals of licenses become 
more or less routine, irrespective of the manner in which the licensee 
has used its license ? 

Mr. Dorrrer. What funds are used for monitoring, Congressman, 
are used to monitor stations to check electrical interference of com- 
pliance with the electrical standards? We do not monitor stations to 
appears the program content. 

. Heserron. That is right. Now, then, how do you expect to 
be “able to monitor any stations which may be granted a license to 
conduct these experiments in terms of program content‘ 

If. you cannot do it now in terms of existing licenses, how will you 
do it then ? 

Mr. Dorrrer. We have provided in page 25 of the report, para- 
graph 87, entitled “Reports”: “Grantee is authorized hereunder ’— 

Mr. Heserron. I heard that. Let us not take the time to go over 
that. The other members of the committee are aware of it. You 
have that same authority to require reports from existing licensees; 
do you not? 

Mr. Dorrrer. We do get from the existing licensee at the time of 
the renewal application a form with respect “to the program content, 
which is broken down into various percentage figures, indicating, first 
of all, the broad classifications, what percentage of time to entertain- 
ment, to news, to public discussion, to religious programing or agri- 
culture. 

Mr. Hesetron. In other words, you have the right today, and you 
exercise that right, of requiring a report as to the broadcast quality 
insofar as existing licensees are concerned when they come up for 
renewal of licenses 4 
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Mr. Dorrrer. Yes; we have that authority. 

Mr. Heseiton. You say you do not have the funds, the personnel 
or the means by which you can examine those reports to determine 
how accurate they are or how much in the public interest their licenses 
have been exercised ? 

Mr. Dorrrer. Yes; we do not have the funds. Then we have an- 
other problem. We may have authority to compel the filing of reports 
over subject matters which we do not necessarily have jurisdiction or 

ower to act upon. 

Mr. Hesetton. What bothers me, and it is the reason I am asking 
these questions, is that if you cannot do that which is necessary in order 
for the Commission to determine whether a license should be renewed, 
how do you expect to be able to determine the quality of the experiments 
conducted under these applications for so-called pay TV ? 

Mr. Dorrrer. Well, I assume that the reports will indicate the de- 
gree of public acceptance. 

Mr. Heselton. I know, but you already have that procedure and 
you have reports filed whenever any license comes up for renewal. 
But by the same token, you say that you do not have the funds, the 
personnel or the time in order to look into that. Perhaps you do not 
say this, but is it not true that a license is more or less automatically 
renewed in terms of existing licenses? 

Mr. Dorrrer. In answer to your last question, licenses seemingly are 
automatically renewed. We really do not get too conecrned with a 
licensee unless there is a substantial list of complaints against the 
operation, or if there has been some violation of our rules with respect 
to logging, or substantial variance between promise and performance. 
We do hold up the renewal, and we do send out inquiries, either to 
explain it or, if there has been a confession that that has been done, 
a promise not to overemphasize certain types of programing in the 
sense that it is too much commercial or too much advertising. Those 
are all matters which the Commission takes into consideration at 
the time of renewal. 

Mr. Hesexiron. In your term of service on the Commission, how 
many licenses of television have not been renewed ? 

Mr. Dorrrer. From 1953? I do not think any have. 

Mr. Heseitron. How many in your entire service ? 

Mr. Dorrrer. I think there were two that I know of that were 
revoked because of the manner and content of the program. I can 
furnish the citations. I would like to make this observation: I read 
those cases, and one of them had to do with programing in such a man- 
ner as to endanger the public health. The other was programing which 
definitely seemed to endanger the public safety. It tried to stir up 
religious and racial prejudice and hatred. 

Mr. Hesetron. Then you have the exceptional cases of an instance 


In which the Commission felt it endangered the public health, and 


another instance where the Commission felt it endangered public 
safety. But in terms of the run of the mine operations under licenses, 
there have been no revocation in your term of office ? 

Mr. Dorrrer. There have not been. 

Mr. Heseiton. Have there been any actual checks by the Commis- 
— on the offering of the programs by the station which held the 
icense ¢ 
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Mr. Dorrrer. Well, yes, to this extent: We examined the reports, 
and the Commissioners themselves do, with respect to certain pro- 
grams, which the Commissioners themselves may have observed, and 
to which certain groups of people’ take exc eption, even advertising. 

Just recently we had a film run for the Commission with respect to 
a program about which there had been a good deal of criticism. The 
Commission saw it for itself. 

I would like to indicate that there is a grave doubt as to the extent 
of our power to regulate programing. Programing ean be regulated 
in more than one way. That is, threatening to revoke, or regulate 
by the so-called lifted eyebrow method. There are many Commis- 
sioners who have a grave doubt as to how far we can go in view of 
section 326, I believe ‘it is, with respect to censorship, and with respect 
to interference with free speech. 

Mr. Hesevron. I recognize the Commission is concerned with its 
function as far as censorship is concerned, or alleged censorship is 
concerned. What I have been trying to develop is this, and I put it 
to you in the form of a statement. You can say whether you think it 
is a fair statement or not, and then I will ask one further question 
after that. 

Is it fair to assume that if these applicants are successful and 
licenses are granted for pay television to one or more of them, there 
will be no more rigid checks on the quality of the program than 
exist today under present licenses when renewals come up? 

Mr. Dorrrer. I think there will be a closer observation, and that 
it will be incumbent upon the Commission to report to Congress 
whether or not the diversion of the so-called popular, common level 
programing has been diverted from free to pay television. 

Mr. Hesevron. In other words, you do not have any fear that once 
the application is granted, the licensee will control the content of 
the program ¢ 

Mr. Dorrrer. I have no fear of that, no. 

Mr. Hesevron. Let me ask you this: On page 28, under subsection 
7, you have this in your statement, in the first report : 

Statement of intention with respect to the transmission of commercial announce- 
ments during subscription television programs. (The Commission understands 
from proposals before it in this proceeding that the proponents do not contem- 
plate the inclusion of commercial announcements in subscription programs.) 

That isa pretty vague generality. 

Mr. Dorrrer. Yes, it is. 

Mr. Hesetron. That is, you do understand that they do not con- 
template using commercial announcements at the outset. Is that 
right ? 

“Mr. Dorrrer. C ongressman, may I answer your question by trying 
to reconstruct a typical Commission meeting, in which a matter like 
this is discussed. Iam speaking for myself. When the staff or some. 
Commissioner indicates that some of the proponents of subscription 
television would like to leave open the question of the right to adver- 
tise, I myself, said, “I do not understand that. What is this all about? 
I thought that in subscription television, the proponents were a 
ested in bringing to the people a service free of advertising, or for 
those people w vhoe omplain about advertising.” 
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I was perfectly willing to rule that out, even to the point of giving 
any impression to the proponents of subsdcHiption’ television that we 
would authorize a system whereby we would permit commercial 
announcements. 

It was quickly pointed out to me that there may be situations in 
small communities where, with a combination of loc ‘al payment and a 
combination of local advertising, a service may be born, and that we 
should not block it, at least until we take a look at it. 

Mr. Hesevron. Is it not true that you have already testified that 
these applications would be confined to not over 20 cities, and they 
would be the largest communities, and, further, that there would be 
no question of any such instance as you mentioned now in the forsee- 
able future? What I am trying to get at, and I do not want to carry 
this on further, since we can take it up later with other witnesses, is 
this: Is not one of the strong arguments by the proponents of pay 
television that they will get rid of this ine essant, monotonous, un- 
pleasant, repetitious, commercial advertising which a great many 
people feel is killing the attractiveness of television / 

Mr. Dorrrer. 1 would say that although they do not bind them- 
selves, that is, not all of them, my impression has been just as you put 
it, that they want to demonstrate that they could provide a service 
without commercial announcements, that it could be done. 

Mr. Hesevton. Could you say this, then, this mor ning, that if an 
application—and I realize you cannot bind the other members of the 
Commission at this moment—just you, individually, could you say 
that if an application came in under this order, you could require 
them to guarantee in some fashion that they would not use commevcial 
advertising on their programs during the terms of their experimental 
license and during the terms of any renewal of license? Could you 
require that / ; 

Mr. DorrFer. Yes, I think so. 

Mr. Hesevron. Would you require it ? 

Mr, Dorrrer. We have one application now in which they do not 
propose to televise commercials. L[f an application came in, and they 
proposed to televise some commercials, I would have great reluctance 
to grant it. I would say “Well, now, what in the wor rld do you want 
to do that for? What is your purpose? What public service does it 
perform or promise to serve ?” 

Mr. Hesettron. Then as I understand you, Chairman Doerfer, you 
would not be inclined to favor an application which included the right 
to broadcast commercial announcements insofar as pay TV was con- 
cerned, is that right ? 

Mr. Dorrrer. ‘That is my feeling now. 

Mr. Hesetron., May I ask if any other Commissioner differs with 
that ¢ 

Mr. Mack. May I say, Congressman, that, as the other Commis- 
sioners know, the reason for that parentheses that you just read is my 
position, 

Mr. Hesevton. What I am interested in is this: Does the Chairman 
of the Commission express the point of view of the Commissioners ? 

Mr. Mack. He has expressed my opinion. 

Mr. Hersevron. He expressed your opinion. I would like to know 
now if any member of the Commission differs with what the Chair- 
man just said on that point ? 
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Mr. Craven. I only wish to be bound for the purpose of the experi- 
ment, but not for the future. I do not wish to be bound forever in 
the future. I donot know what the future holds. 

Mr. Bartiey. Mr. Heselton, I have not thought that question 
through from a legal standpoint, or had it explored. It seems to me 
that this proposal entertains applications and there is no prohibition 
in the order which would prevent commercials. 

I am not so sure at this point that I would want to say that I could 
deny an application which proposed commercials and not be subject 
to review in court and perhaps reversal for an arbitrary or capricious 
action, I certainly would not want. to commit myself at this time. 
Although I was opposed to the order, I would feel bound to abide by 
it when an application came in. 

Mr. Heserron. But you do think this subparagraph 7 on page 28 
has some significance in terms of the initial application ? 

Mr. Bartiey. Well, I am not sure that you can consider these things 
as experimental. I know that the reference to licenses in the act covers 
almost any kind of a piece of paper you put out granting an authoriza- 
tion. Any time you authorize something, certain rights go with it. 
Ll am concerned about it, frankly. 

Mr. Hesevron. Does any other Commissioner want to express him- 
self ? 

Mr. Ler. I would say that assuming that [ had the legal authority 
and the flexibility, I would not approve an application for subserip- 
tion TV that contemplated commercials at this time. 

On what the future holds, I agree somewhat with Commissioner 
Craven. 

Mr. Hypr. Congressman, I would not wish to be committed at this 
time as to what position I would take. I would be very much inter- 
ested in finding out what the applicant proposed in that connection. 
I do have in mind the argument that has been made that this type of 
service would avoid the type of commercial that you have referred to. 

Mr. Forp. I think Chairman Doerfer expressed it about as ac- 
curately as it can be expressed at this particular time. He said that 
he would have great reluctance. I, too, would have great reluctance 
because of the arguments made, but it seems to me that to say right 
now what you will do in any factual situation is too hypothetical for 
us to commit ourselves on, other than we would have great reluctance, 
and there would have to be a demonstration of a public interest and 
necessity for this before I would agree to it. 

Mr. Heserron. I think you are quite right in your general state- 
ment, Mr, Ford, but I am interested in whether that paragraph has 
any significance at all, or whether it is just in there for window 
dressing. 

Mr. Dorrrer. No, Congressman, I wanted to make absolutely clear 
that that was my thinking as of today. But I did want to point out 
that we are also aware of the fact that the local people complain, 
the local business and commercial people complain, that they do not 
have the opportunity to advertise their wares during the prime 
evening hours of television viewing. 

That is a very serious consideration. It is true that a local or 
regional advertiser cannot afford to pay for national coverage, when 
he just has a local situation. 
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So reluctant as I may be on January 15, 1958, there may be a situa- 
tion where it would be wholly arbitrary not to listen to it and to give 
that type of thing serious consideration. 

_Mr. eae, But you do agree that so far as you can see, in terms 
of the first order, if an application or more than 1 application was 
granted, it would be confined, for the time being, to not over 20 areas 
in this country ¢ 

Mr. Doerrer. Yes. 

Mr. Hesevtron. And in those 20 areas, there is a saturation of com- 
mercial advertising to the point where it is a question of whether or 
not something desperate may not have to be done by the Commission 
on renewal of licenses. 

Mr. Dorrrrr. I was going to suggest that this whole problem would 
really be a very fruitful avenue of inquiry of a legislative oversight 
committee. That is 1 of the basic problems which confronts the 
Commission, and which the Commission has been unable to solve, 
certainly in the last 10 years, as far as television is concerned. There 
is, and I would not hesitate to expound at length on it, quite a di- 
vergence with respect to programing and our powers and just how to 
handle it. 

Mr. Hesevton. Has Commissioner Lee expressed his opinion on 
that ? 

Mr. Ler. I have. 

Mr. Friepe.. Mr. Doerfer, yesterday you made a statement that 
there would be a charge of from 25 cents to a dollar for subscription 
television. IL would like to know whether your Commission has the 
authority to regulate the rates for pay TV. 

Mr. Dorrrer. We have no present authority to regulate the rates. 

Mr. Friepev. You would not have the authority to regulate the 
rates ¢ 

Mr. Dorrrer. No. 

Mr. Frievev. They could charge anything they wanted to? 

Mr. Dorrrer. As I indicated yesterday, that is one of the things we 
would like to find out. We would like to find out what range of rates 
they propose, first. Then, of course, I assume that if there is not 
anything startling in it to shock the Commission, the next problem is 
whether or not. the public would accept it. Those are the types of 
things that we would like to have this committee or Congress, as a 
body, see. Today we can give you nothing but just vague speculation. 

Mr. Friepev. It would be beyond your jurisdiction, to set the rates? 

Mr. Dorrrer. Yes. We have no authority to set the rates today. 

Mr. Fruepet, I would like to ask one other question. I understand 
you have one station that has made a request for a permit for the 
experimental period ¢ 

Mr. Dorrrer. Yes. May I add a supplement to that last answer? 
We would have this power, of controlling the rate which they said 
they would set. In other words, we would consider that a misrepre- 
sentation if they said that they proposed programing at this level of 
rates and then went out and raised the rates. 

Mr. Friepev. I am just thinking out loud. Say, for instance, they 
would put on a show such as My Fair Lady on pay TV, and they 
would want to charge maybe $1.50 or $1. But say this would be above 
the amount that they actually had in their original request for the 
permit. Would you be able to stop them ? 
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Mr. Dorrrer. Yes. I think a licensee would be in very serious 
difficulty. I cannot.conceive of a licensee making a representation to qu 
the C ommission as to the level of rates and then violating it to-that 
extent. That is how we would have control over rates, through the 


misrepresentation aspect of proposed level. a 
Mr. Frrepet. Does your Commission have authority to require uni 
formity on rates / al 
Mr. Dorrrer. |i you are talking about uniformity of price for each be 
program, the answer is no. We would, of course, prohibit diserimina- a 
tory rates for the same program. I would not say prohibit. 5 
Mr. Frepev. By what authority would you do that ? w 
Mr. Dorrrer. We probably would not approve it to start with. m 
We said in paragraph 86: “Charges and terms and conditions of n 


service to subscribers must be applied uniformly.” 
I would say that I would much prefer the words “without unreason: 
able discrimination.” That is what was meant. 
Mr. Frrepvev. Does Paragraph 86 say “uniformly” ¢ p 
Mr. Dorrrer. Yes. 
Mr. Frrepev. Do you have that authority ¢ 


Mr. Dorrrer. When they come to us, when they submit the rate it 
‘ard, then we examine it to find out whether it is uniform or without 
unreasonable discrimination. a 

Mr. Craven. Congressman, I would like to put my two cents in, 
if I may, on this point, I think there is some doubt as to our jurisdic- a 
tion and power to regulate rates under the present act. It was my in- f 


tention in going along with this report that as we got information 
we would submit recommendations to the Congress for proper legisla- 
tion to secure proper authority, if required. 

Mr. Frrepev. Thank you. I understand you have only one request, 

Mr. Doerfer, at present time. s 

Mr. Dorrrer. That is right. 

Mr. Frrevev. I am thinking a little bit ahead. If it does prove 
profitable, you may have other 1 requests for pay TV permits from all 
other major stations. Eventually, all of the networks might go in 
to pay TV. According to Mr. Lee, maybe 15 or 20 percent of the time 
would be the maximum to be utilized for pay TV. But suppose all 
of the stations wanted the same hours, of, perhaps, 8 to 10 p. m. 
Would that cause a blackout off free televisions? Could you regulate | 
the hours the stations could use ¢ ( 

Mr. Dorrrer. I think we have the power. If applicant A comes in 
in city X and says he wants to program subscription television at 5() 
cents per program between the hours of 8 and 10, and applicant B 
comes in from the same city and proposes the same thing, perhaps a 
different program or another program, we have the author ity to say 
no, that we do not want that. 

Mr. Frrepet. Could you assure the committee that there would not 
be a blackout for certain hours where the public would be deprived of 
free television ? 

Mr. Dorrrer. Well, I only have my own vote on it. I certainly 
would be alerted to a situation like that, and that would certainly 
frustrate what we have set out, that we do not want to destroy free 
television. 
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Mr. Dincetx. Would the gentleman yield at that point for a 


question q 


Mr. Frrever. Yes. 

Mr. DinceLL. Would any member of the Commission care to state 
a different viewpoint on the question just asked ? 

Mr. Forp. It would seem to me that this is an experimental program 
and what we are after is information, and that there might very well 
be a situation in some community, for an experimental period of time, 
a short time, that you would want to try that. That is, if a proper 
showing were made and valid reasons given. But, on the other hand, 
unless it is demonstrated that that would be a valuable piece of infor- 
mation to have and would develop facts that are needed, then it should 
not be done. 

Mr. Dotiincer. Would the gentleman yield for a question ? 

Mr. Frrepvex. Yes. 

Mr. DotiincerR. Commissioner, you spoke of 3 years for the trial 
period. Why do you fix a 3-year period? 

Why not 1 year with the right to renewal ? 

Mr. Dorrrer. Congressman, the physical equipment, and putting 
it into a functional unit, would take more than a year. 

Mr. Do.tuincer. What gave you the basis of 3 years? Was that 
arbitrary ¢ 

Mr. Dorrrer. It was a judgment factor. The present license period, 
also, is 3 years. We could not find a good reason why we should not 
follow the congressional policy. 

Mr. DotirNcer. I was just curious. Thank you. 

The Cuatrman. Is there anything further? 

Mr. Dorerrer. A shorter trial may not be meaningful. 

Mr. Friepev. Mr. Doerfer, in paragraph 85, “L note that in the 
so-called first report, the Commission required neither minimum hours 
of operation for subscription programs, nor did the Commission 
impose any limitation on the maximum number of hours for subscrip- 
tion broade ast, during any segment of a broadcast day. The first 
report contains only a reference to the minimum hours in subscrip- 
tion TV. 

Mr. Dorrrer. In paragraph 85 we have minimum hours of nonsub- 
scription television broadcast, and we do have a rule, section 3.651 
of our rules, setting forth the minimum hours. It is probably the 
other way around. It is the so-called free time. 

Mr. Friepev. I would like to have much more assurance that there 
would not be a complete blackout if the experimental program went 
through. Whether you have that jurisdiction. I do not know. 

Mr. Dorrrer. We would want to see whether there would be, Con- 
gressman. We do not think that that would mean the end of the 
world. It would be, perhaps, a situation for a fraction of a day, 
and certainly a lesser fraction of a week. But if that developed, if 
that tendency were apparent, I think that you people would want to 
know about it, too. 

Mr. Friepet. How can you differentiate from one to another? Is 
it just because they apply first ? 

Mr. Dorrrer. You might have the accident of a junction of some 
applications which just he appen to center at the same time on the same 
day. That might be one thing. If it is by design, then that is another. 
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We have to assume throughout this matter not the highly specula- 
tive or the improbable, but we have to assume that these businessmen 
are certainly not going to take any undue risks. After all, whether 
you are televising by subscription or free, you want audience. That 
is the big thing 

Mr. rieahianc That is the point I raise. If the three big stations 
should all utilize the same time, the public would not have another 
channel to go to. 

Mr. Dorrrer. Of course, that could happen even today. 

You might have an extremely popular program. It may be 
crucial game in the world series, or it may be a champion prizefight, 
with the other stations programing to thin air, with nobody watch- 
ing. To that extent, you have a blackout of the other two stations. 

Mr. Frrepex. That is all, Mr. Chairman. 

The Cuarrman. Commissioner Mack? 

Mr. Mack. I did want to point out that in paragraph you referred 
to, paragraph 85, Mr. Friedel, the rule that is referred to in that para- 
graph would require a subscription-TV station to put out a minimum 
of 40 hours a week of free program. 

Mr. Frrepet. But the hours would not be regulated. 

Mr. Mack. No, not the time of day, but they would have to put 
on 40 hours of free broadcasting. 

Mr. Frrepen. That would not prevent them all from using evening 
hours at the same time and resulting in no free television. 

Mr. Mack. That is right. But they would have to be on the air. 
Maybe I have given you ‘the wrong number of hours. It is 28 hours, 
I believe, a week. 

Mr. Frrepet. There was some remark made about 15 or 20 percent of 
the time. I wondered how many hours they would be on the air. 

Mr. Dorrrer. Mr. Chairman, we have here a man who is the expert 
on the rules. I wonder if Mr. Stephens could elaborate a little on 
the rules. He has them at his fingertips. That should be in the rec- 
ord. I think it will help clarify the question of Mr. Friedel. 

Mr. Srepuens. Mr. Chairman, Congressman Friedel’s question 
seemed to be directed toward the control the Commission would be 
able to exercise if, during a trial, the situation arose that blackouts 
occur. In that connection the Congressman pointed out that the only 
restraint in the first report was the requirement that the broadcaster 
put out his minimum free hours. But the Congressman rightly 
pointed out that it could happen that during the same evening hours, 
all of the stations, theoretically, in the community could be carrying 
only subscription television programs. 

First, there seems to be very little practical likelihood that it would 
happen. But the point of view underlying the first report, Congress- 
man, was that this was a test and that if the potential was there, as 
has been claimed by the opponents, this would afford an opportunity 
for that abusive kind of situation to arise. 

The answer to your question about. the Commission’s control is that 
the Commission has the power, in the opinion of the staff, to impose 
a condition on the grant when it is first made, to any station, that in 
a circumstance of that kind, during the 3-year trial period, the Com- 
mission could impose further restrictions on subse ‘ription hours. So 
by whatever formula the Commission might adopt, the Commission 
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could prevent more than 1 station at a time, or more than 2, or 
whatever formula might seem appropriate at the time. It would not 
be beyond Commission control. 

Mr. Friepeu. But at the present time, the Commission has not con- 
sidered that point of view. Are you telling us that you will keep such a 
situation in mind and just hope that it will not happen ? 

Mr. Sreruens. Not quite, Congressman. The answer, I believe, 
was that the Commission has consciously laid down trial conditions 
which would permit that to happen, but under circumstances where, 
if it happened, the Commission could add controls which would elim- 
inate it. Unless it were possible for it to happen, the test would not 
be a test of whether this kind of thing would happen. 

The Cuarrman. Is that all, Mr. Friedel ? 

Mr. Frrepvev. That is all. 

The Cnarmman. Mr. Beamer. 

Mr. Beamer. Mr. Chairman, I think the Commission should be 
complimented on its courage in meeting this problem head forward as 
they have. I cannot help. but. comment, however, that even though 
the hearings have progressed a short time, it is very evident that there 
are still a lot of questions that. they would like to have answered. 

I think Mr. Friedel touched upon one of the questions I was going 
toask. This concerned the amount of charges. 

I read somewhere when Mary Martin appeared in Peter Pan, there 
were an estimated 20 million viewers. Would you say 25 cents ‘would 
have been a fair fee to charge, or do you think it should have been a 
dollar ? 

If it was 25 cents, the take would have been at least $5 million. 

That is not a bad fee. I saw Annie Oakley, which I suspect had 
more listeners than that. I am giving that as an example. How are 
you going to let this start, and then say you will set a fee or say 
public acceptance should stop ? 

Mr. Dorrrer. On the basis you suggest, Congressman Beamer, 
there would not be $5 million, because this is not nationwide. 

Mr. Beamer. I am talking about eventually. I am talking about 
the eventual subscription plan. 

Mr. Dorrrer. Yes. With all all due respect to the overall problem, 
I did try to indicate at the outset that this Commission could not be 
called upon and be helpful with respect to the ultimate benefits or 
detriments of subscription television. What we were trying to do was 
to get some factual information in such a circumscribed controllable 
shell so that we could come back to you and indicate, “This appears 
to be a definite tendency. Here are some facts, here are some figures. 
This show was 25 cents and this other show was $2, and even at 
$2 it went this way or the other way.’ 

Mr. Beamer. Do you think you might eventually set yourself up 
in a manner similar to the Interstate Commerce Commission ? 

They are called upon to establish rates. 

Mr. Dorrrer. No. I certainly am an advocate of the free enter- 
prise system. I would say this: It has been my experience, and I 
have been in public life now for 17 years, and in the regulatory field 
since 1949, from what gleanings I have from the development of 
regulation, that it always oe that whenever any business or- 
ganization gets and uses a substantial portion of the public property, 
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such as airways, rights-of-way, and public highways, eventually it 
seems to resolve itself into regulation. It really does not make too 
much difference whether the rates that are set to the customer appear 
to you to be reasonable or not. What the public looks to is the net 
profit, the net return. If they think that the earnings are excessive, 
they will step in and regulate. That was the point I tried to make 
yesterday. Most of our public utilities were not born full bloom under 
the mantle of regulation. It was after certain evils were demon- 
strated, and certain unreasonable discrimination and excessive profits 
were made, that the American public stepped in. We are not at that 
point with respect to subscription television. 

Mr. Beamer. I do not want to pursue the point, because I know 
some of my colleagues have been considerate in asking you questions 
whtich avoid repetition. However, how can the Commission or even 
the listening public improve the programs? Is that not one of the 
prime interests? We still have some exc ellent programs coming on 
without pay TV today. 

Mr. Dorrrrr. I agree. 

Mr. Beamer. Re: ally, do we object, as some of our friends have 
stated, do we seriously object to some of the advertising? Yes, per- 
haps to some of them, and perhaps some of them are psychologically 
incorrect. 

Mr. Dorrrer. Of course, some people object to advertising, and a 
good many of them do not. I think this, that advertising is almost 
a natural asset. It is a resource. As I tried to express yesterday, 
it is a catalytic agent. We may be richer tomorrow than we are 
today because “somebody told me what I could do or what I could 
buy, and how to use it.” 

I certainly feel that this advertising is not the big monster that 
we should unduly restrict or inhibit, but I do feel that over and above 
that concept, there are certain people, and it might be a substantial 
minority, who would be willing to pay for programing uninterrupted 
by advertising common or commercial announcements. 

Mr. Beamer. May I interrupt? You have indicated that you are 
not certain that it will be uninterrupted. 

Mr. Dorrrer. I did not hear you. 

Mr. Beamer. I understood a moment ago you did not feel that it 
might be uninterrupted, that it has not been decided whether you 
can have advertising or no advertising with pay TV. 

Mr. Dorrrer. That is right. 

Mr. Beamer. Is it conceivable that you still might have, shall we 
say, the evil, as some people think of it, of commercials, even with 
pay TV? 

Mr. Dorrrer. Some people may be perfectly willing to pay for a 
program to listen, or to take it with the advertising. 

Mr. Beamer. How about the person who is not willing? He is still 
blacked out and unable to use that channel. Where is he going to go? 

Mr. Dorrrer. Well, he just does not subscribe. There are not 
enough frequencies to take care of all of the desires of all of the people. 

Mr. Beamer. I do not want to a that point. I have another 
question which is really more important. One of the members, I think 
it was Commission Craven, made a statement not long ago this morn- 
ing, that they would submit recommendations to the Congress for 
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rates, which I think probably is a wise step to take. I am wondering 
why this entire question was not submitted to the Congress before this 
statement was made in docket 11279, in fact, why the entire matter 

had not been presented to the Congress with the findings to date, and 
then ask the Congress, “Will you give us authority, or what do you 
recommend ¢” 

Yesterday, Congressman Celler—and I understand and [ think all 
of us recognize his ¢ ability as an attorney—raised a very serious ques- 
tion. He states on page 12 of his testimony, “The fact that Congress 
made no such provision is, to me, persuasive evidence that Congress 
did not have any such restriction on program reception in mind.” 

I think he pursues and develops the point that it is still the authority 
of the Congress to act, and if the Commission acted within the intent 
of the law as it originally was written, it should have come to the 
Congress first and said, “What shall we do? Shall we grant, this ex- 
perimentally, or shall we not ¢” 

Then we could find out. 

Mr. Dorrrer. Congressman, I assume that when the Commission 
got out this first report, it did it with the understanding and the con- 
viction that it would be much more meaningful to come to this com- 
mittee or to come to Congress with something more than pure specu- 
lation, pure prediction. I could not possibly suggest at this moment, 
from a range of 1 cent to $2, what the rate should be for My Fair Lady, 
or a Roe ky Marciano prizefight, or anything else. I haven’t the 
slightest intimation. But I think it would be helpful to the Congress 
if, after a trial, as I indicated, where we feel we have a firm grip on 
it, we could come and say, “That is what happened in these com- 
munities.” 

Mr. Beamer. Do you really think the Commission is acting in its 
full authority and the intent of the act as it originally was written, 
when it issued this recommendation that it should go ahead and have 
pay TV, or do you think that it probably would have been ac ting more 
within its jurisdiction if they had presented the probless first to the 
Congress, and then asked for appropriate legislation ? 

Mr. Dorrrer. Yes; I think we acted within our authority. I might 
state for myself that I am perfectly willing, as a Commission, to take 
the hot potato and handle it myself rather than to hand it to C ongress. 
That was my own personal reaction. That is what I am down ‘there 
for. If I just dump this thing into the lap of Congress, you would 
be besieged by people, perhaps on both sides, and. you would not 
know what to do It really is a “hot potato.” 

You would not have any factual information. I just assume that 
is the least that an administrative agency could do. 

Mr. Beamer. I am reading from Mr. Bartley’s dissenting state- 
ment, which I think was to the point. 

I wanted to confront the proponents of this proposed service with many of 
the questions that I am sure are in the minds of the public and which your 
committee, under the circumstances, is now called upon to explore. 

We are now called upon to explore it. We knew about pay TV. I 
heard about it in 1952, when I first came to Congress. I think if 
you will remember, you older commissioners, many of us have asked 
to have certain recommendations placed into the Communications 
Act, and acting in proper procedure the Commission has always 
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given us their advice. Perhaps they supported our recommendations N 
and perhaps they did not. This seems to be a little departure from h 
some of the previous actions. is O 
Congress is not afraid of “hot potatoes” to which you referred. U 
We have plenty of them. reté 
Mr. Doerrer. I did not mean to put it that way, except to say that per 
it is awfully difficult if you do not have any experience or any infor- er 
mation, and it is hard for us. I felt we would be acting within the ade 
full scope of not only our responsibilities but our duties. ; 
I lay a good deal of emphasis on that portion of the act which tells f 
us to study new uses for radio, for the use of radio. — 
Mr. Beamer. I think you stated yesterday something to this effect, v 
that if pay TV was granted, and it went to the courts, the courts = 
could then decide the issue. Is that our legislative, legal procedure? 
Should not first of all the Congress decide, and then the courts 88 
decide whether it was constitutional or not? 
Mr. Dorrrer. It was not a question of constitutionality. ch 
Mr. Beamer. Or legality, shall we say. = 
Mr. Dorrrer. Congressman, we make any number of decisions 
throughout the year which question our jurisdiction. If at any time fy 
a party before us raises a jurisdictional question, then we could not 
move. Are we always to refer it to Congress and say, “Is this what . 
you intended ¢” 
There is no explicit language here. “i 
Mr. Beamer. I was listening yesterday when you were reading + 
about intent back in 1934. There are volumes of those items. There : 


are other Members of the House and Senate who made statements , 
quite contrary to those you quoted, even going back to Secretary of 
Commerce Hoover at that time, who, as you know, also made a state- 
ment in opposition to it. When Senator Dill and others were de- 
bating, I think if you will read the entire record and give it to the 
committe you will find that there was just as much opposition to any \ 
pay television, which probably was not anticipated then, as there 
was support of it. 

Mr. Dorrrer. Yes. One of the tools used in statutory construction. 
and this is something I culled out for myself, was that the weight of 
authority in the courts seems to be that a good deal of importance 
is laid to the floor leader or the manager of the bill. 

What I tried to do yesterday was to cite the discussion of the man- 
agers of the bill and not too much what other Congressmen said. 
May I read just a brief excerpt from Sutherland on statutory con- 
struction? That will be found in 5012. This is what influenced me. 

Courts have taken a realistic view of legislative procedure and have excepted 
from the general rule excluding the use of statements in debate of individual 
legislators as to meaning of the bill. The statements of the members of the com- 
mittee in charge of the bill, his remarks upon presenting the bill to the House 
and to the answers made by him to questions asked by members will be consid- 


ered by the courts in construing provisions of the bill subsequently enacted into 
law. 


To say it another way, the courts, some courts, will not, in constru- 
ing statutory language, consider debates of any Member of the legisla- 
ture, other than the managers. 

Mr. Beamer. May I ask, then, would they consider the report of a 


committee or of a conference committee, as printed and presented to 
the House ? 





‘ons 
‘rom 


‘red. 


that 
for- 


the 
ells 


ect, 
irts 
re? 
rts 


ons 
me 
not 
rat 


ng 
ore 
its 
of 
te- 
le- 
he 
ny 
re 


nN. 
of 


ce 


}- 
d. 


l- 


«1 
il 
l- 
e 
j- 


SUBSCRIPTION TELEVISION 117 


Mr. Doerrer. Yes. That isa report. 

Mr. Beamer. May I read a paragraph of one report from 1927. It 
is on a revised House bill. 

Under these circumstances, your committee believes that the Congress should 
retain the full control of the use of the means of radio transmission and should 
permit the use of independent channels of transmission for limited periods of 
time only. In other words, the use of the rights-of-way of every radio station 
within the limits of the United States is to be retained under the control of the 
Government, and Congress should legislate on that principle. 

I wonder if it is not just as important as a statement of a manager 
of a bill on the floor of the House who may have some prejudiced 
opinion that may not be in concurrence or full agreement with the full 
committee. 

Mr. Dorrrer. Yes. But then Congress did enact legislation which 
gave to the Commission the responsibility. 

Mr. Beamer. Would you think that the Congress should begin to 
spell out a little bit more in black and white how far a Commission 
should or should not go? I am referring not only to your Commis- 
sion, but to all Government agencies. 

Mr. Dorrrer. Yes, any time they want to, Congressman. I am 
fully in accord with a periodic review of administrative action. 

Mr. Beamer. Do you feel the Congress has been negligent, perhaps, 
in not exercising that authority in the past 

Mr. Dorrrer. No, I would not say it is negligent. We are dealing 
with a new industry. This is something that has probably as big an 
impact upon present day civilization as the printing press had 300 
years ago. ‘Television is only about 10 years old and radio only about 
30 years old. 

Mr. Beamer. I was reading from the original radio act. 

Mr. Doerrer. Well, that goes back to 1927. 

Mr. Beamer. That is correct. 

Mr. Dorrrer. I would not say that Congress has been negligent. 
We are in the process of development. Anybody can point a finger 
and say this is wrong, that this is a mistake, or that this is a grave 
danger. But we know that. The American know that. We have to 
take calculated risks. The American people always haveto. I would 
say perhaps the time has come when Congress should take all of these 
administrative agencies and say “Now, we enacted the fundamental 
law. We expressed our philosophy in the fundamental law 20 years 
ago. The time has come now to take a look at this.” 

[ am heartily in accord with that. I endorse that fully. That is 
why Lam here this morning. : 

Mr. Beamer. That is what my opening remarks indicated; that 
you had the courage to come to Congress, and you had the courage 
to meet the problem. I know the Congress will have the equal 
courage. 

Mr. Loser. Will the gentleman yield ? 

Mr. Beamer. I shall be glad to yield. 

Mr. Loser. Mr. Doerfer, I was interested in your statement with 
reference to the rule of construction that the courts employ in de- 
termining the intent of Congress. Is that rule not invoked only in 
cases of ambiguous language ? 

Mr. Dorrrer. Yes; precisely. 
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Mr. Loser. Then I would ask you: Is there any direct language in 
the act of 1934 that authorizes the Commission to license pay tele- 
vision ¢ 

Mr. Dorrrer. There is no direct language. 

Mr. Loser. Then you are resorting to some sort of authority by 
implication ¢ 

Mr. Dorrrer. By statutory construction. We have general author- 
ity. I understood our question to be directed to subscription. 

Mr. Loser. I believe you stated that there was no direct language 
authorizing the licensing of pay television. Is that right? 

Mr. Dorrrer. There is no direct language authorizing pay tele: 
vision. 

Mr. Loser. Then what authority are you acting under in the con 
sideration of the pay television ? 

Mr. Dorrrer. | would refer, for the record, to paragraph 22 of the 
report. 

Mr. Loser. Is that a rule, Mr. Chairman / 

Mr. Dorrrer. No; this is section 303 of the Communications Act of 

1934. It empowers and directs the Commission as public convenience, 
interest, or necessity requires, to— 
303 (a) classify radio stations; (b) prescribe the nature of the service to be 
rendered by each class of licensed stations and each station within any class; 
(c) assign bands of frequencies to the various classes of stations and assign fre- 
quencies for each individual station, and determine the power which each 
station shall use and the time during which it may operate; (d) determine 
the location of classes of stations or individual stations; (e) regulate the 
kind of apparatus to be used with respect to its external effects and the purits 
and sharpness of the emissions from each station and from the apparatus 
therein. 

Mr. Loser. Chairman Doerfer, I understand what you are reading 
about the general powers of the Commission. But there is no direct 
grant of power to the Commission to authorize or license pay tele- 
vision ¢ 

Mr. Dorrrer. There is no direct power. 

Mr. Loser. And there is a legal question involved as to whether on 
not the Commission has such authority ? 

Mr. Dorrrer. There is a legal question involved, and it arises be- 

cause there is no specific author ity with respect to any service. 

Mr. Loser. That is the question I am raising. Then you are bas- 
ing your authority on an implied power? 

Mr. Doerrer. Yes, because there is no authority for us to authorize 
television, any kind of television. 

Mr. Loser. And the implied power must be based upon some posi- 
tive grant of power? 

Mr. Dorrrer. It is based upon a general grant and what we con- 
strue to be the intent of Congress. 

Mr. Loser. Do implied powers grow out of general grants? 

Mr. Dorrrer. Unless the Commission had not read it that way, 
there would be no authorization for radio, there would be no authoriza 
tion for television, there would be no authorization for any of it. 

Mr. Loser. I am not talking about the inconveniences or hardships 
growing out of the law. Even the Congress has no implied power 
except that growing out of specific grants in the Constitution. Is that 
not right ¢ 
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Mr. Doerrer.’ Well, atone time—— 

Mr. Loser. Is that not right? 

Mr. Dorrrer. One time I thought I understood constitutional law, 
but I do not understand it any more. 

Mr. Loser. I am having some difficulty with it, myself. I am fear- 
ful that you gentlemen might be invading the legislative field. That 
is all. 

I want to apologize to you, Mr. Beamer. 

Mr. Dincett. Would the gentleman yield for a question ? 

Mr. Beamer. Yes. 

Mr. Dingeti. Yesterday you were asked whether you knew of any 
previous grants by the Commission for use of radio waves for toll 
service. Do you know of any instances where the radio bands or the 
television bands have ever been used for toll service previous to this 
time ¢ 

Mr. Dorrrer. When I am speaking about radio bands—let’s be 
sure we understand each other and speak the same language. Electro- 
magnetic radiations are referred to as radio. Television is radio. 
But, popularly, radio is aural broadcasting, and television is aural and 
video. Radio bands, however, outside of the broadcasting bands, 
which we, talking about the Commission, allocated, which it carved 
out, yes, there are radio bands which are used for a fee or a charge. 
It is not broadcasting. It is point-to-point communications. 

Mr. DrnceLy. Were there any of these in use at the time the Radio 
Act of 1927 or the act of 1934 were passed ? 

Mr. Dorrrer. I couldn’t answer that. I do not know. Well, the 
ship to shore, yes. I assume that was for a charge at that time. 

Mr. Dinceiu. But, generally, it would be fair to say that, within 
the contemplation of the Congress at the time that these two acts 
were passed, generally radio and television were to be free; is that 
right ¢ 

Mr. Dorrrer. Well, that is the big question. 

Mr. Dincetyi. But would it not be fair to say that, within the under- 
standing of most of the legislators and the people in the country, the 
radio and television bands were to be free? 

Mr. Dorrrer. As I tried to point out in the language that I read 
vesterday, and I do not recall whether you were here or not 

Mr. Dincetu. I was here most of the afternoon. 

Mr. Dorrrer. Did you hear Senator Dill’s comments, with the 
questions? Then Representative Bloom, of New York, felt that the 
aet would permit a charge, but he wanted to be specific, so he proposed 
an amendment, which was not adopted. 

Mr. Dinceti. Let me ask you this question. 

The Cuatrman. I believe you should wait until it is your regular 
turn, Mr. Dingell. A member can yield for a question, but not for a 
considerable length of time. 

Mr. Flynt? 

Mr. Fiynr. I have been impressed with the questions which have 
previously been asked by my colleagues on the committee. I have 
also been impressed and enlightened by the responses from the mem- 
bers of the Federal Communications Commission who are here 
testifying. 
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I would particularly like to compliment Mr. Bartley and Mr, 
Doerfer for the clarity of their respective statements, representing 
the two opposing views within the Commission. I have, while sitting 
here, as a result of questions which have been asked and the answers 
which have been given, prepared a short series of questions which I 
would like to propound. 

I would like to ask, in the order in which I will call on you for a 
reply from each of the Commissioners. The first item is really so 
elementary that I apologize to take the time to ask it, but it is necessary 
to lay a foundation for the other questions. The first question is: (1) 
As a member of the Federal Communications Commission, has the 
subject of pay television aroused your interest ? ‘ 

Mr. Doerfer? 

Mr. Dorrrer. Yes; I 

Mr. Fiynt. Just yes, no, or no comment. 

Mr. Dorrrer. Yes, 

Mr. Fiynv. Mr. Bartley / 

Mr. Bartiey. Yes. 

Mr. Fiynt. Mr. Mack? 

Mr. Mack. Yes. 

Mr. Fiynr. Mr. Lee? 

Mr. Lee. Yes. 

Mr. Fiynv. Mr. Craven ? 

Mr. Craven. Yes. 

Mr. Frynv. Mr. Ford ? 

Mr. Forp. Yes. 

Mr. Fiynt. Mr. Hyde? 

Mr. Hype. Yes. 

Mr. Fiynv. (2) In your opinion, is it true that the reasons given to 
support the claims of the proponents of pay television are in the 
realm of speculation and argument ? 

Mr. Doerfer ? 

Mr. Doerrer. Yes. 

Mr. Fiynvr. Mr. Bartley / 

Mr. Bartiery. Yes, sir. 

Mr. Frynr. Mr. Mack? 

Mr. Mack. Yes, sir. 

Mr. Frynr. Mr. Lee? 

Mr. Ler. Yes. 

Mr. Fiynr. Mr. Craven? 

Mr. Craven. Yes. 

Mr. Frynr. Mr. Ford? 

Mr. Forp. No comment. 

Mr. Fry». Mr. Hyde? 

Mr. Hyper. Yes. 

Mr. Fiynv. (3) In your opinion, is it true that the reasons given 
against pay television are in the realm of speculation and argument? 

Mr. Dorrrer. Yes. 

Mr. Fiynvr. Mr. Bartley? 

Mr. Bartiey. Yes, sir. 

Mr. Firyntr. Mr. Mack? 

Mr. Mack. Yes. 

Mr. Frynr. Mr. Lee? 
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Mr. Lexx. Yes. 

Mr. Fiynr. Mr. Craven? 

Mr. Craven. Yes. 

Mr. Fiynr. Mr. Ford? 

Mr. Forp. No comment. 

Mr. Fuiynr. Mr. Hyde? 

Mr. Hype. Yes. 

Mr. Fiynr. (4) Do you, as a Commissioner, from the hearings and 
presentations that have been made, have any factual evidence or evi- 
dence of facts to support the claims of either the proponents, the 
advocates, or the opponents of pay television 

Mr. Dorrrer. Some facts but on the whole no, no signficant facts. 

Mr. Barrier. I think that we have in the record a substantial num- 
ber of facts, particularly with respect to the technical ability of the 
system to operate. But to try to distinguish facts from opinions is 
sometimes a little bit difficult. I think I know some things, but it is 
largely based, maybe, on experience and things that have happened 
in other fields that can somewhat be applied to this. 

When you speak of facts, please remember I am not a lawyer either, 
and it is not a legal term that I am using here. I think we have a 
substantial amount of information to go on. 

Mr. Fiyntr. Mr. Mack? 

Mr. Mack. Were you here yesterday when I read my concurring 
statement ¢ 

Mr. Fiynvr. I have read it. I was not here at the time you read it, 
but I have read it. 

Mr. Mack. It was my feeling back in May that we had a lot of 
information about this, but as is pointed out in this order we have 
not had any practical experience. The matter has been before the 
Commission for 5 or 6 years. I do not know whether that is a good 
answer to you or not. A majority of the Commission felt we ought to 
give this thing a trial. We certainly put out an order that is most 
restrictive, as far as this trial is concerned. Does that answer your 
question ¢ 

Mr. Fiynt. Thank you. 

Mr. Lee? 

Mr. Ler. I would say no significant decisional facts, other than 
technical information. 

Mr. Fiynt. Mr. Craven? 

Mr. Craven. I felt we had a certain amount of information, but 
not the type of information which would enable us to give recom- 
mendations to the Congress with respect to the future, abd what laws 
or regulations the Congress should pass. I felt an experiment was 
absolutely necessary to secure these facts. 

Mr. Fiynt. Mr. Ford? 

Mr. Forp. No comment. 

Mr. Fiynt. Mr. Hyde? 

Mr. Hypr. We have certain eee We have a vast amount 
of argumentative material before us. I do not think we have a 
satisfactor y basis on which to make a recommendation or a determina- 
tion that such a service should be authorized at the moment. I also 
think that there is certain additional information that we ought -to 
have before we authorize tests. I expect we will get it on the ‘appli- 
cations, or else we will not authorize them. 
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Mr. Fiynvt. The fifth question: (5) Do you know of any way to 
obtain factual evidence satisfactory to you except by either a tempo- 
rary or a permanent authorization for subscription television ? 

Mr. Dorrrer. No. 

Mr. Fiynt. Mr. Bartley ? 

Mr. Bartiey. Yes, sir; I would cross-examine the proponents. 

Mr. Fiynt. Mr. Mack? 

Mr. Mack. It was the consensus of the Commissioners—and I 
might add there is very little disagreement between Commissioner 
Bartley and other Commissioners but it was the manner in which we 
were going to get the information—that a majority felt that by hav- 
ing the licensees make an application, in which they spelled out what 
they were going to do, we might save some time, rather than going 
to an evidentiary hearing, which I think is substantially what Com- 
missioner Hyde said a minute ago. There is no assurance to anyone 
that we will grant the first application. 

Mr. Fiynvt. Mr. Lee? 

Mr. Ler. My answer is “No.” 

Mr. Frynt. Mr. Craven ? 

Mr. Craven. I think T must have anticipated your question in my 
answer to the last question. But I would like to add one thing fur- 
ther. Not being a lawyer, it is my conviction that the Commission 
is under the mandatory duty to explore new uses for radio. I find no 
way to get the real answer to this question without an experiment. 

Mr. Fiynt. Mr. Ford? 

Mr. Forp. I think I can answer this question. With respect to ob- 
taining facts, except by a temporary or permanent authorization, there 
are certain facts that can only be obtained that way. But there could 
be a vast amount of additional facts obtained from the applications, 
and if the applications raise serious questions in the minds of the 
Commissioners, then a hearing can be ordered on those applications 
to obtain some additional facts. I believe my answer would be “Yes.” 

Mr. Frynt. Mr. Hyde? 

Mr. Hype. Well, my view is that additional information could be 
had without tests, but I also think that tests would be helpful, pro- 
vided the test operation is not set up in such a way as to determine 
the case before the Commission has made a judgment, or the Congress. 
I think a test can be controlled so as to prevent it becoming an authori- 
zation in principle. 

Mr. Dorrrer. May I add one supplement to my crisp “no” answer? 
The crucial question is whether or not subscription television will be 
a supplement, or whether it is a threat to supplant our free television. 

In that context, Congressman Flynt, I do not feel that we have 
any facts, and that the only way to get them is to consider the applica- 
tions. As Commissioner Ford indicated, there may even be time 
enough then to cross-examine, or it may be perfectly legitimate and 
reasonable to say “Well, go ahead here in this community rand let’s see 
what happens.” 

The Caarrman. Mr. Bennett? 

Mr. Bennett. Mr. Chairman, I would like to pursue just a little 
further your last comment. There is a question in my mind, and I 
think it is in the minds of many people throughout the country 

That is the extent by which pay television | may destroy free tele- 
vision. I assume that if the Commission was of the opinion, based 
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upon these experiments, that pay television would supplant in large 
degree the free television, you would not favor continuation of pay 
television. 

Mr. Dorrrer. That is correct. I think that is not only mine, but 
I think that is the conviction of all the other Commissioners. I 
thought we had expressed that, Congressman Bennett, in our pre- 
pared statements. 

Mr. Bennetr. Well, I had not had the opportunity to read your 
prepared statements. 

Has the Commission made any study at all, or do you have any 
facts upon which you could base any judgment or opinion as of now, 
on the effect that pay TV might have on free television ? 

Mr. Dorrrer. No significant, decisional facts. I like to look at 
this as a little, confined box where these seedlings may be observed. 
The important objective, in my mind, is to try to ascertain tendencies, 
evaluate them, and report promptly to Congress, or to deal with it 
at our own level within our power. We might turn it down without 
anything further. 

Mr. Bennett. Here is the kind of a thing that I feel might happen: 
For example, if you authorized a pay TV program, and offered a very 
attractive feature, such as your mention of My Fair Lady, at a time 
when some popular program, up to now, was being televised, and 
half or 75 percent of the people that were looking at the free program 
instead looked at the paid program, what would happen to the free 
program ? 

Mr. Dorrrer. The way you put it, I assume it would probably de- 
stroy it. But it is that type of thing that we want to observe under 
controlled conditions, so that we can report back to you. 

Mr. Bennetr. How would you control that sort of a situation ? 

That is, once you authorized the broadcasting of the paid program. 

Mr. Dorrrer. We have not proposed to authorize on a national 
basis. We have not even proposed to authorize it excepting upon the 
terms that we have indicated, and to a very limited extent. We have 
designated 20 cities. No particular subscription entrepreneur could 
go into more than three cities. As a practical proposition, I doubt 
that subscription entrepreneurs will go into more than one city at a 
time. ‘There may be an exception, and that may be New York. But 
I just do not know. 

Now I am getting into the field of speculation. 

Mr. Bennett. This pay TV, if that program were authorized, 
would be a complete departure from any type of broadcasting either 
radio or TV, that we have had in the country to date, is that not true? 

Mr. Dorrrer. Yes; it certainly would be. 

Mr. Bennett. There is not any similarity or basis for comparison 
in the Commission authorizing a radio license or a regular TV license 
to broadcast free, as against authorizing a license to broadcast for 
pay. That is why, in my judgment, it seems that it would be such a 
wide departure from our existing system, and before it is undertaken, 
it ought to be authorized by Congress. It ought to be specifically a 
new law, rather than to be made a part of the law by a decision of your 
Commission. 

Mr. Dorrrer. There has been no disposition on the part of this 
Commission to take that initiative and put it beyond the realm of con- 
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trol of Congress. It is because it is so speculative that we thought 
we could be helpful to you, after some experience. This Congress 
always has the authority. 

Mr. Bennerr. But is it your intent now, if these experiments were 
carried out and were satisfactory to you, and satisfactor y to the Com- 
mission, do you feel that you have the authority and that it would 
be your intention, to go ahead and provide a system of licensing pay 
TV, without further authority from Congress, or without written 
authority from Congress ? 

Mr. Dorrrer. Speaking for myself, it would depend upon what 
develops. At this particular moment, I certainly would be inclined 
to alert Congress, and to come in with a report and say “Here it is,” 
before I would authorize it on a national scale and as a permanent 
institution. 

Mr. Bennerr. Don't you think you should have some specific legal 
authority to do it, before you put it in on anything except an experi- 
mental basis ? 

Mr. Dorrrer. That is a judgment which the Commission made after 
examining the law, and after a conviction that it should assume the 
duty of studying new uses. I am somewhat apprehensive about 
establishing a precedent in the Commission that whenever a question 
of jurisdiction is presented to the Commission it be resolved by merely 
turning it over to Congress and doing nothing. In our shop, we have 

lot. of petitions, constantly, and we always have opponents to pe- 
titions. Well, not always, but most of the time. Invariably this ques- 
tion of jurisdiction is raised. Our shop would just grind to a halt if 
every time we were faced with a jurisdictional contest we stopped and 
turned it over to Congress. 

Mr. Bennett. I agree with you on that, but I do not think this is 
that kind of a question. Do you? 

Mr. Dorrrer. Well, of course, it is a judgment question. It may 
be that this is the type that perhaps the Commission should have 
gone to Congress on and said, “This has terrific implications, even 
on a trial basis.” 

But the Commission did not feel it would get out of control on a 
trial basis. JI cannot add any more than to indicate that we would 
like to bring before this Congress some documentation of any recom- 
mendations that we make. 

Mr. Bennerr. I think there is considerable opinion, in and out 
of Congress, that sometimes the Commission, just because they have 
a basic law to administer, feel it is sufficient to deal with any problem 
that may come up, whether it is directly related to what you are 
administering or not. 

It seems to me that you have reached the point now, in your business, 
where you have come to a question that is fundamentally different 
than any administrative action you have ever had to take before. I, 
for one, do not believe that there was any intent on the part of Con- 
gress that your Commission should, under existing law, have the right 
to start an entirely new program in the television field. 

I know I would feel better, and I think many people in the country 
would feel better, if they knew that this exper iment you want to carry 
on would be for the basis of securing information. 
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I would not object to that myself. But if they knew, after that 
was done, if the Commission felt that it should be put on a permanent 
basis, then the question of the Commission’s legal authority should 
be brought to Congress, and the question should be answered “Yes” 
or“No.” Do you think that makes some sense ? 

Mr. Dorrrer. Yes. As I have indicated, what the Commission 
has done, certainly, is not all white or all black. There is reasonable 
judgment on both sides of the question. May I make this observation: 
We have, in our shop, questions which were raised many, many years 
ago. I am talking about the clear-channel problem. In trying to 
eatch up with what happened, and as to why we have not disposed of 
it, I have noted that various Members of Congress have indicated 
a feeling about it, even to the point where some committees have 
passed resolutions. I have not made too careful a study of it, so I 
am giving my reaction. My impression is this: That when Congress 
gets interested in a problem which is before an administrative agency, 
and adopts a resolution to the effect of “hold up until we resolve it,” 
Congress may not ever resolve it. Out of deference, however, to 
Congress, and because of no specific limitation to the resolution, the 
thing just rests on dead center. 

The Commission does not act, and Congress has not acted. Again, 
I am speaking for myself. If Congress feels that this is a question 
of such vast implications that it should legislate or be given the oppor- 
tunity, and if it adopted a resolution telling the Commission not to 
do anything, I would not quarrel with it. All that I ask is that that 
resolution contain some terminal point somewhere where it says, “Do 
nothing until the termination of the present Congress,” because if 
you do not put that in, it just hangs fire throughout the years. 

Mr. Bennerr. Don’t you think that it would be best after you made 
your study and come to a conclusion to make your recommendation 
to Congress, rather than going ahead, assuming that you come to a 
conclusion that pay TV should be licensed, that you ought to come 
here and ask for authority to do it ? 

Mr. Doerrer. I think there will be ample material developed in 
the study that certainly would warrant a report to Congress. I 
really think that is what would happen. That was the basis of the 
order. 

Mr. Bennerr. I meant before you take any action on any perma- 
nent program. That is what I meant. 

Mr. Dorerrer. There is no intention at all to take any action on any 
permanent program. None whatsoever. That is the basis of our 
report. 

Mr. Craven. That was the recommendation, as I understood it. 
Then we would come to Congress, after we had the information. 

The CHatrman. Mr. Jarman? 

Mr. Jarman. Mr. Chairman, I will limit my questioning of Mr. 
Doerfer to one question at this time, and then simply ask for a 
comment. 

In one brochure that I have read on the subject, a brochure devoted 
to arguments against pay television and the tests that are being con- 
sidered by the Commission, a number of arguments are made. 











126 SUBSCRIPTION TELEVISION 


The last chapter of this brochure is devoted to the subject of tests. 
Let me quote a few sentences from it and ask for any comment that 
you may make: 


The argument is made that the results of a local test could not be decisive, 
that the tests would simply reveal the number of families in a particular area 
who have the money and the inclination to pay for their favorite programs. 


It goes on to say: 


The tests would also probably show that a great deal of money can be made 
out of pay television, when even a small minority of local television families 
subscribe to the service. If the local experiment did not produce favorable 
results for pay television, its proponents would point out that the tests were too 
limited in scope to be decisive. 

They would then demand trials on a larger scale. If the American people 
are to compare pay television with free television, a trial, national in scope, 
would have to be conducted over a period of time. But the costs of such a 
national experiment would be tremendous. 

It then goes on to itemize some of the expenses involved, the manu- 
facturer, the sale, the servicing costs, the installation of scrambling 
and decoding devices, the organization of economical systems for col- 
lecting fees. Then it concludes in this way, at least as to this para- 
graph: 

Surely no prudent enterpriser would undertake such huge outlaying of money 
and organization unless he were convinced that, once the installations were 
made, they would stay there until he got his investment back. 

The final sentence in this paragraph is: 


Once the entrepreneur and the public make the necessary huge investments, 
it would be impossible to draw back no matter what the trial shows. Any such 
national trial would therefore mean deciding in favor of pay television before 
the trial was made. 

I know that covers comments on both a local test and a national 
test. I would be interested in any comments that you or any of the 
other Commissioners would make. 

Mr. Doerrer. Congressman Jarman, that is conjecture. That is 
prediction. That is speculation. The author of that has not pointed 
out any factual information at all. I am not disparaging it, excepting 
to point out that that is our problem. He is attempting to make a pro- 
jection which, without any documentation or any factual information, 
we have to match against the other arguments. 

With respect to that portion of the statement indicating that a 
local trial would not prove anything, it is the same as Congressman 
Dollinger asked about why we didn’t try a pilot operation. 

Well, we didn’t think that one local or a single experiment in one 
city would be meaningful. That is why we enlarged it, so that the 
proponents of subscription television could not criticize us and say 
that it is so restrictive that whatever happened, and if it did not go, 
frustrated a meaningful test. 

“The Commission restricted it, so we cannot prove anything.” 

Then there will be pressure. We anticipated that. That is why we 
picked out these 20 cities. Another portion of that statement I think 
has to do with programing. 

Mr. Jorpan. If you would indicate the part, I will read it again. 

Mr. Dorrrer. It referred to total investment, the portion I have in 
mind. We do not want the risk of this venture to lie upon the public 
or any portion of it. Our first report indicates as clearly as we can, 
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regardless of how great a financial risk, that the burden of it shall 
fall upon the entrepreneurs. There is every indication that the sale 
of decoding equipment to the public probably would not receive any 
favorable reaction upon the part of the Commission, unless the sale 
were for such a minimum risk, or such a small risk, as to be mini- 
mal. The entrepreneurs of subscription television have indicated as 
much. They have indicated, and they have proposed and suggested, 
leasing arrangements. That is part of our job when these applica- 
tions come in, to see how great a risk they propose they will bear, 
and how much the public will bear or will be asked to bear. 

Certainly there comes a point when what the public is asked to risk 
is not so great that it cannot be left to the discretion of the public. 
But we do recognize, and we are aware, that there may be some ill- 
advised members of the public, unsuspecting, who do not appreciate 
what a complete purchase would mean, especially when there will be 
no guaranty that the service will continue. 

It is perfectly possible for a salesman to overstate in a sale of de- 
coding equipment. We have those things in mind. I am trying to 
assure the committee, speaking again for myself, that I would be 
most reluctant to approve any plan which would propose that any 
member of the public put in anything more than a nominal amount 
of money, and, certainly, to give every indication that it is an experi- 
ment and that he knows what he is doing. 

Mr. Jarman. Do you take issue with the contention made in this 
brochure that assuming a local experiment fails—and the main failure, 
I would think, from the standpoint of the man financing the experi- 
ment, would be a financial failure, not enough people having sub- 
scribed to his pay system—if that local experiment fails, do you take 
issue with the contention made here that people who are interested 
in pay television, the entrepreneurs, would then come to the Commis- 
sion arguing that they are competing with three big networks in free 
television; that a local trial is not decisive, for many reasons; and 
that the Commission should give them the opportunity on a national 
scale to really make a test of pay television ? 

Mr. Dorrrer. We can expect and we do get petitions that fly in the 
face of what the Commission has indicated it had done in the past. 
But I do not think that in any of the situations that I am aware of, 
the Commission has spelled out with such clarity, with as much 
definiteness as humanly possible, to point out to this entrepreneur, 
whoever he may be, that he is definitely taking the full brunt of the 
risk, and the chips are on the table, and there is no rebate. 

It is purely up to him. He will have to match his misfortune 
against the public interest. I just cannot conceive of any Commis- 
sioner or any court giving much consideration to a man who, with all 
of the caveats which have been written into this report, comes along 
trying to persuade the Commission that we should bail him out. 

Mr. JARMAN. Do you mean bail him out in the sense of giving him a 
national test of the system ? 

Mr. Dorrrer. Yes. You know, all of this broadcasting, television 
broadcasting and even radio, is definitely a speculative field. It is 
terrifically a field of speculation. Nobody, really, who is not prepared 
to lose his money, has any right to be in it. That is one of our big 
problems. When certain things go haywire so to speak, they come 
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before Congress or they come before the Commission indicating that al 

the Commission got them into this problem. of 
Mr. Jarman. Let’s say the local test was a financial failure; are you 

saying, then, that that in itself is reason enough regardless of what th 

finances the entrepreneur may have, regardless of w hether his desire ps 

is to test it on a national scale? au 


Are you saying then that the fact that the local test is a financial 
failure is a strong reason against the Commission giving him a national 


test opportunity ¢ 

Mr. Dorrrer. Yes, because we have broadened it enough. There are ul 
20 communities with a substantial number of television receiving sets 
and people. If two metropolitan areas are carried or taken on, and P 
the other never applied for or implemented, it is an indication that he I 
took a terrific risk he didn’t have to take, and it is an indication that h 
those who did not go into the other 19 markets certainly did not have 
any confidence in it. So I would say that the fact that it will not b 
work, that it hasn’t any practical significance, or that it isn’t prac- fi 
tically feasible, is indicated not by our judgment, but by the tests in 
the market place. U 


Mr. Jarman. By the local tests ? 

Mr. Dorrrer. Yes, and the other 19 who didn’t take it on. 

Mr. Jarman. Mr. Chairman, I could see this argument being made 
by the entrepreneurs, though the local test had f: ailed that the situation 
could be entirely different on a national level, with the national facili- 


ties, financing, and so on, to successfully compete with free television, f 
where three large nation: al networks have the advant: ige of the money q 
and all that the financing and the system can provide. 

Mr. Dorrrer. I would say this, Congressman: As I sit here today, . 
not knowing any more about it than I do, I am not prepared to au- . 
thorize this on a national basis. I would certainly feel that I have to h 
have some factual information. It is not whether a man makes or 
loses money, but it is whether or not it is in the public interest, whether P 
the public will be benefited. That is our job. t 


I just cannot be persuaded by the fortunes or misfortunes of the 
individual entrepreneurs. The test must always be, and I am sure 
that it is in the minds of all of the Commissioners and has been, how : 
does it affect the public interest. e 
Mr. JarMANn. I can also see, Mr. Chairman, on that issue of its affect- 
ing the public interest, or a decision as to how it affects the public 


interest, arguments can be made that the public interest would be ‘ 
affected differently by a local test than those same interests might be 
affected by a national test, with the added financing that could bring 
better programs, et cetera, to whatever medium was used. : 

Mr. Dorrrrr. We tried to provide a base which could certainly not ‘ 
be called local and still not national. It ought to be by a fair ap- 
praisal of reasonable minds a fair test, enough opportunity to provide 
a fair test. 

Mr. Jarman. Thank you very much. 

Mr. Bartiey. I wonder if I might address myself to those same 
questions fora moment. It is that very issue, frankly, which has both- , 
ered me. I have no doubt in my mind that should this limited test fail, 
that the proponents will be knocking on our door to open up a w ider 


test. Further, I think that there’s some basis for the contention here, 
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and some experience that we can refer back to, and that is the impact 
of closed circuit television on the distribution of box office attractions. 

Those things we know about now, and it seems to me that these are 
the critical issues. I hope, Mr. Jarman, you are here when the pro- 
ponents of this proposal come up, and that you will try to find the 
answer to it. 

Mr. Jarman. I certainly count of being here. 

The Cuarrman. Mr. Springer? 

Mr. Serincer. Mr. Chairman, I want to be sure that this committee 
understands the mechanics of this operation. 

Take an.example. You have a petition filed at the present time, 
Philadelphia Broadcasting, Inc., which has placed a request in your 
lap, and says that the plans to conduct TV operations on a new ultra- 
high frequency station. 

First of all we will say that a band of the spectrum is the distance 
between two points. Will it be necessary that there be a different 
frequency set up for these stations ? 

Mr. Dorrrer. They can use the assigned frequency. If there is a 
UHF channel available in Philadelphia, that is. 

Mr. Sprincer. Which is not being used. 

Mr. Dorrrer. Yes. 

Mr. Sprincer. They can use that channel ? 

Mr. Dorrrer. Yes. 

Mr. Sprincer. Now may | ask further that if they do not have such 
frequency allotted in the community, then do you allot them a fre- 
quency ¢ 

Mr. Dorrrer. No. We have, in 1952, provided a table of assign- 
ments which allocated the broadcast spectrum among the various 
communities and States of the country. There has been no proposal 
here to change that. 

Mr. Sprincer. In other words, these people who are now proposing 
pay TV will have to operate on the present assigned frequencies, is 
that true? 

Mr. Dorrrer. Yes. 

Mr. Sprincer. Mr. Bartley has said in his statement that there 
would be the possibility of blacking out a portion of this for the 
general public for which this segment of the spectrum was intended. 

What do you mean by that ? 

Mr. Barrtey. I mean when you put a scrambled program on a 
channel, certain people are deprived of the ability to see the program. 

Mr. Sprincer. Will you tell me what you mean by a scrambled 
program ¢ 

Mr. Bartiey. A subscription television program, one which re- 
quires the payment of a fee to unscramble so that it can be seen. 

Mr. Springer. In other words, he has to put a com in the box, is 
that correct? 

Mr. Bartiey. There are different methods of making the payment. 
One of them is a coin in the box. One of them is sort of an IBM card. 
Another system proposed is one where you set up certain dials on 
your set to get certain programs. 

Mr. Springer. May I ask will this scramble program receiver be 
uniform for the entire country ? 

Mr. Bartiey. Frankly, if you do not mind, I think Mr. Stephens 
has studied the techniques involved here more thoroughly, I believe, 
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than any one of us. If we could, I would like to ask Mr. Stephens to 
answer that question. 

Mr. Sprincer. All right, if he will. 

Mr. Srepuens. I believe Congressman Springer’s question was 
whether there would be a single kind of equipment used for decoding. 
There are now before the Commission proposals for 3 different kinds 
of systems, and preliminary statements by the developers of 2 other 
kinds of systems. At the outset, in the first report, the Commission 
has said it would consider authorizing the use of any system which 
met basic requirements of no added interference to other stations or 
other reception, and systems which would not degrade the reception. 

If your question has do do with the immediate future, the Com- 
mission has said it will look at more than one system. 

Mr. Sprincer. Will it authorize more than one system ¢ 

Mr. SrepHens. That will be, sir, for the Commission to decide, 
when they have the proposals before them. 

Apparently, at least three companies have indicated their desire to 
try their particular systems, and the Commission indicated in its re- 
port that it did not wish to make a choice at this time as to which 
system might be best. It did not even intimate that it would eventu- 
ally standardize. That question was expressly left open until after 
the trial experience indicated how the systems operated. 

Mr. Springer. Mr. Chairman, we will come to the next point. We 
will say that they are on the air. First, however, there is one other 
matter preliminary to that. When you authorize this station, say, 
that has applied to you in Philadelphia for a license, will you tell them 
the hours that they may broadcast ? 

Mr. Dorrrer. They will, in their application, indicate the hours, 
and then we will consider it. 

Mr. Sprincer. You will determine before they go on the air what 
hours they may operate in Philadelphia; is that correct ? 

Mr. Dorrrer. It is not too clear in my mind, Mr. Congressman. 
Could I have Mr. Stephens answer that question ? 

Mr. Sprincer. Yes. 

Mr. Sterpuens. Mr. Springer, the Commission invited applicants to 
tell the Commission how they propose to operate. The Commission 
did not, in the first report, say that operations would be permitted only 
during certain specified hours. |The Commission does, however, have 
the power, and as the chairman was saying this morning, it apparently 
intends to exercise that power, to restrict the simultaneous broadcast- 
ing of subscription television by different stations in the cities so as to 
avoid a blackout. 

The Commission, at the outset, has not imposed those restrictions. 
There is freedom, flexibility, and latitude allowed under the first re- 
port. But should it happen that there would be a blackout momen- 
tarily, for a night or for a week, some very temporary period, the 
Commission has the power, then, under conditions that would be im- 
posed in the authorizations, to lay down such further restrictions as 
would preclude blackouts to any extent that the Commission decided 
to limit it. 

Mr. Sprincer. Now, Mr. Chairman, in these proposals that have 
been made to you thus far, and I am talking about proposals off the 
record, because this is not official at this time, for the most part, when 
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do these people on TV plan to broadcast, at what hours, generally 
speaking 

Mr. Dorrrer. I assume they would be in the evening. 

Mr. Sprtncer. They are going to take up the hours, I would assume, 
between 6 o’clock and 10 o’clock or 11 o’clock? 

Mr. Dorrrer. Well, the prime hours. 

Mr. Sprrncer. The prime hours. They are going to take the prime 
hours out and for that they are going to make a charge. Are they 
going to render any public service other than the fact. that. someone 
may put 50 cents in the coin box and receive My Fair Lady? Are 
they going to make any other contribution to the public? 

Mr. Dorrrer. Yes. They still have an obligation to program for 
public service. 

Mr. Sprincer. Are they going to take up the public service, which is 
now provided by the other stations all over the country that begin 
broadcasting at 1 o’clock in the afternoon, and continue to broadcast, 
as they do in my community ¢ 

The TV stations in my area have a great amount of public service 
which they render without any cost. 

Mr. Dorrrer. Congressman, I refer to paragraph 85: 

The grantees authorized to perform subscription operations will be required to 
broadcast the minimum hours of free programs required by section 3.651 of the 
rules— 
and he would be subject to all of the other rules. 

Mr. Sprincer. They are then going to broadcast in these other hours 
which are not prime hours, and in which there is no chance to make a lot 
of money by reason of subscription television. 

Are they going to be required to perform in the public interest the 
same as other TV stations ? 

Mr. Dorrrer. They will be required to perform in the public inter- 
est ; yes. 

Mr. Sprincer. I am asking you specifically, though, Mr. Chairman, 
about these other things in the public interest, other than these prime 
hours in which they are going to make all the money. 

Mr. Dorrrer. The fundamental responsibility of the licensee is not 
changed one iota that I can see. 

Mr. Sprincer. In effect, when they go on the air, if I want to receive 
in my home in Champaign, Ill., I would have to, in effect, have two 
sets, would I? Am [right on that? 

Mr. Dorrrer. Two sets? 

Mr. Sprrncer. I have to have, we will say, a set for this purpose, 
and I have to have decoding equipment in order to receive on the other ? 
Is that correct ? 

Mr. Dorrrer. You have one set, and it will receive any of the chan- 
nels for which the set is built. If subscription television is authorized, 
we will say, for one of those channels, then you will have to have de- 
coding equipment to unscramble it and bring it back. But it is on the 
same set. 

Mr. Sprrncer. How much is the decoding equipment going to cost, 
approximately ¢ 

Mr. Dorrrer. They have estimates ranging from $25 up to $85. It 
depends upon the volume, in talking about the cost. No one has pro- 
posed to sell those decoders at prices ranging from $25 to $80, to the 
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subscriber. It is merely information to us as to what they cost to 
manufacture and get into the hands of the franchise holder or the 
licensee. 

Then, in addition to that, there are some service costs, which I think 
have been estimated at around $5, and probably higher. 

The testimony with respect to "what it would cost to convert from 
VHF to UHF was wrong, to some extent, back in 1951. We discount 
the extreme optimism with respect to the low side of the figures which 
have been quoted. We do not know whether it would be on the high 
side. I want to make clear to you now that regardless of what the cost 
of the decoding equipment is, and what the service charges are, that is 
wholly apart from the proposed terms upon which the customer shall 
receive that decoding equipment. As I indicated before, they do not 
propose to sell it. Some of these have proposed to lease it, to install it, 
and amortize it over a period of years through rentals. 

The Crarrman. Will the gentleman yield on that point ? 

Mr. Sprincer. Yes, sir. 

The Cuatrman. Mr. Chairman, how can any applicant or operator 
determine what the cost of service might be or what the charges are 
going to have to be if he does not know how many listeners he is going 
to have? 

Mr. Dorrrer. That is the type of thing he will have to decide before 
he puts his money on the barrelhead. 

The CHarrman. How can you believe what applicant A tells you 
he will have to charge, whether it is 25 cents, 50 cents, or $1, when 
the applicant does not know how many listeners he is going to have 
to the programs? 

Mr. Dorrrer. My answer to that, Mr. Chairman, will be that cer- 
tainly it will have to be reasonable or he will not get any listeners. 
If he does not get any listeners, if he cannot do the type of thing that 
he thinks he can do, all of our problems are over with, so far as 
subscription television. 

Mr. Sprincer. Mr. Chairman, there is this further question. We 
assume that we are still in Philadelphia, and this man is on the air, 
and he is working chiefly in the prime hours. We will say from 
6 o’clock to 10 o’clock. He puts on My Fair Lady in cot teeran 
from 7 to 10. We will say that he takes up, by virtue of that, 75 per- 
cent of the listeners in Philadelphia. I am assuming just this one 
night. 

Suppose eventually he would get to where he would do this 3 or 4 
nights a week, where he would absorb 75 percent of the listeners in 
Philadelphia. 

My point is: What is it going to do to the other free TV stations in 
Philadelphia? 

Mr. Dorrrer. No doubt that will have a substantial competitive 
effect, and if it does, it is the type of information that we are seeking, 
and it is the type of information that we would like to report back 
to Congress. 

Mr. Sprincer. Let me go one step further. We will assume that 
you are in Philadelphia, and you have NBC, CBS, and ABC, all oper- 
ating, and they find out by virtue of tests which they make, and which 
are available, that in Philadelphia 50 to 75 percent of the people are 
listening to subscription television. 
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They are most likely not to purchase time in the Philadelphia area 
on those particular evenings. Am [right on that? 

Mr. Dorrrer. Yes, I assume that would follow. 

Mr. Springer. Is it not an elementary fact that most stations which 
are privately owned make more than half of their money from the 

rime time, if they are on a network, which most TV stations are? 

Mr. Dorrrer. I would say so. It has been expressed differently. 
I have heard broadcasters say that prime hours pay for their costs of 
operation, and the balance of the day is where they make the profit. 
I do not know. 

Mr. Sprincer. If they are able to even pay the cost of operation, 
that is very substantial, if they can make a profit on the remainder 
of the day. 

Mr. Dorerrer, Yes, indeed. 

Mr. Sprincer. My point is that if this is true, eventually, then, these 
hours, in which people listen, largely, would be taken up, as I see it, 
by subscription television to such an extent that free television, insofar 
as it is supported by advertising, will be very likely to disappear, or at 
least go down the drain. I#that one of the things which you are look- 
ing into? 

Mr. Dorrrer. Yes, I look at it this way: That cannot happen all 
of a sudden. 

Mr. Sprincer. It could happen in 3 years, if your programing were 
done on a certain scale, could it not ? 

Mr. Dorrrer. Yes. That tendency could be developing. That is 
the type of thing that we are hopeful could certainly be recorded and 
reported immediately. 

Mr. Sprincer. It was your statment, as I understood it, Mr. Chair- 
man, of a few minutes ago, that you did not intend to destroy free TV. 
Is that true? 

Mr. Dorrrer. Yes. 

Mr. Springer. Suppose it reaches this situation. What do you 
intend to do then ¢ 

Mr. Dorrrer. Well, I propose to attempt to hold it in check long 
before it reaches that situation. 

Mr. Springer. May I ask, since you brought up that hold and check 
part, how do you intend to hold and check to such a point that it would 
not destroy free television in Philadelphia ? 

Mr, Dorrrer. We could restrict the hours during which they may 
broadcast the subscription television. I want to make this observation: 
Today there is no bar, no obstacle at all, for one station, be it a network- 
affiliated station or be it a network owned and operated station, or be 
it an independent station, there is no bar at all for this operator, for 
this station, to garner 75 percent of the audience, if he has programs 
good enough to attract them. He could drive the others right smack 
out of the market. 

But they just can’t get 75 percent of the people. I do not know of 
any programing that has that strong appeal every night of the week. 

Mr. SprinGer. Suppose they get 50 percent ? 

Mr, Dorerrer. They cannot even get 50 percent. 

Mr. Springer. Let me go to another point and see if this is a true 
statement. I am quoting from a statement by Frank Stanton, presi- 
dent of Columbia Broadcasting System, Inc. 
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It should perhaps be made clear that pay television does not, as we see, 
threaten the interests of CBS or its stockholders. If Congress and the Federal 
Communications Commission, reflecting the will of the American people, decide 
that pay television is in the public interest, and if pay television begins to sup- 
plant free television, we will simply be forced to offer pay television programs 


ourselves. 

Is it your position as Chairman of the Commission, and is it your 
position as the Commissioner, that you are willing to let that happen ? 

Mr. Dorrrer. No. As I indicated before, the Commission certainly 
has no desire at all to destroy free television. Without disparaging 
Dr. Stanton, I think you have to take a look at conjuring up some 
probabilities that just are not realistic. 

Certainly the opponents of subscription television have ability, and 
have presented to us dangers and detrimental effects on the public, 
and, if they actually will occur, we will certainly have no right or 
reason to authorize subscription television. 

The Commission has to keep at least two feet on the ground. Some 
of these people soar all over and they come around with some hor- 
rendous possibilities. But we have to operate in the realm of 
probability. 

Mr. Sprincer. Operating in the realm of probability, what is your 
estimate as to how much of a market pay TV will take up, we will 
say, at the end of the 3-year period in the city of Philadelphia? 

Mr. Dorrrer. Mr. Stephens has some figures. 

Mr. Sreenens. Mr. Congressman, these are not so much figures as 
factors which the opponents do not refer to when they speak of the 
competitive impact of subscription television in diverting audiences 
from free television. The fact remains that in the course of an aver- 
age week, there will be some maximum figure that the average family 
would, at most, spend for subscription television, whatever the 
programing. 

Those estimates are only estimates, but they range on our record 
from $1 a week to $2.50 a week. It might run otherwise, but that 
seems at the moment to be a realistic estimate. 

No matter how much subscription programing were available, 
there could not be audience diversion to the full extent of those pro- 
grams. Another thing which is not usually reckoned with in this 
question is the fact that one of the backbones of subscription tele- 
vision programing is anticipated to be feature films. The normal 
expectation would be that the films would be run continuously over 
a day or two, or perhaps 3 days, so that even if the entire television 
audience of a city saw that film, in the average there would be a 
diversion of only a part of that audience to that film. 

Mr. Sprincer. That is the point I am talking about. How much 
of it is going to be diverted in the city of Philadelphia ? 

Mr. Srepuens. I was assuming the worst from this standpoint, 
that every one of the television viewers saw the feature film. If it 
were being run from 2 to 11, or on some such schedule for 2 or 3 days, 
there could never at any one time be a diversion of more than some 
fraction. I would not attempt to quantify it. But the programing 
is of a kind that would spread its audience as the moving picture 
houses do for films, rather than have one short showing of a feature 
film. This is the expectation. There are several brakes in the picture. 
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There is this maximum per week a family can possibly afford to 
spend for it. 

There is the fact that a total diversion would only be partial at any 
one time. There is the additional fact that subscription television 1s: 
said to be able to offer things that would widen the television audience. 
People who are not now listening or watching, it is said, would come 
in and swell the audience so that to some extent, which no one can pin 
exactly, there would be an increase and not merely a diversion of the 
audience. 

Mr. Sprincer. Let me put this a little differently. In practical ex- 
perience, with my own family, if I were living in the city of Philadel- 
phia, and you came on with Around the World in 80 Days, I could 
not listen to it in the daytime. But in the evening, if you put Around 
the World in 80 Days on the screen in the city of Philadelphia, there 
would be a very substantial group, I would say more than 50 percent 
of the people, who would view the film on the first evening. I am 
talking about bringing the moving-picture industry into this thing, 
which has, as I think is the essence of your statement, at least it has 
the germ of destroying free TV because of the fact that you have a pro- 
duction which has cost several millions of dollars to produce, and 
which is certainly going to be a better production, we will say, than 
Ed Sullivan or someone is going to put on, who may only be putting 
$200,000 up in the evening’s ; production. But you are doing that free, 
and you are doing it on the basis of advertising. 

It is that potential that I see. Whether it is in the public interest or 
not, I have not been able to make my mind up on, but it is that potential 
and that point that I think subscription television is largely going 
to go to, a home movie proposition, to a large extent. I do not visu- 
alize a station in Philadelphia producing a big production that will be 
in competition with Ed Sullivan at 7 o’clock in the evening. I do not 
think you do, either. But certainly you would have terrific competi- 
tion if you had a $4 or $5 million production from Hollywood that 

was being put on the screen. 

I think the tendency would be for the person at home to turn on his 
television to that show if he could get it for a reasonable figure, for his 
whole family, having 5 or 6 in his family. 

He probably would want to do it for a dollar, say, or some figure 
like that. 

It is that potential, I think, that ultimately could get rid of the free 
market for television as a result of payment by virtue of advertising. 
I think this is the feeling. You have probably heard all of this un- 
easiness on the part of the committee. I think it is the potential, not, 
maybe, next year, or the following year, but maybe the third year, or 
if youe ontinue it to the fourth or fifth year, W hich would destroy it. 

That is the re: ison all of these questions have been asked as to how 
far this Commission is going to go. 

When the time arises, and you are really at the crux of this thing, 
and the heat is on, how much are you going to stifle free television ? 

I want to direct this to the chairman. I think we ought to get a 
statement on this. You stated, I think, in general terms, about when 
you get to this point, and if this point does arise. 

T can see by the feeling of the Commission that you do not feel 
you are going to be faced with that problem, but I visualize you 
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will be. This committee has charge of films as well as everything 
else. We have the whole communications industry. I think we do 
see this potential as ultimately having capabilities which would de- 
stroy free television. 

Mr. Chairman, do you have any reaction to that? 

Mr. Dorrrer. Well, I ~ aware of the fact that programing is the 
thing in broadcasting. I do not know where all this programing, 
this popular programing, is going to come from overnight, we will say, 
in a 3-year period. I cannot quite believe that regardless of how 
much money a producer may have, that he can guarantee that the 
film that he produces is going to be a success. Nobody seems to know. 
There definitely is, however, a relationship between a high budget 
program and a low budget program. <A high budget program gener- 
ally turns out to be pretty good. I just cannot see how enough good 
programs can be produced in any period of time which would cap- 
ture so much of the audience as to detract completely from that of- 
fered by the free television broadcasters. 

Mr. Sprincer. Mr. Chairman, I have one more question. I would 
like to ask Mr. Lee this question. 

Was it your thought that prime area UHF bands should be used in 
this? 

Mr. Ler. It was my thought that only UHF bands would be per- 
mitted. 

Mr. Sprincer. In the test? 

Mr. Lee. In the test, yes, sir. You are familiar with the UHF- 
VHF problem. 1 thought this would be a way to provide revenue to 
that band and thereby develop that band. I would limit it. 

Mr. Sprincer. Are you limiting that ultimately to only UHF? 

Mr. Ler. That is my present thinking; yes. 

Mr. Sprincer. You are talking about on the test. You are not 
thinking of preventing VHF from having this at some time in the 
future, the same privilege ? 

Mr. Ler. That would be my current thought, to prevent it for the 
foreseeable future. Now, when and if the time develops where the 
UHF band is competitive with the VHF band, where you did not 
have a conversion ht sje with the sets and so on, and every time you 
bought a set in would get everything, it would be very appropriate 
then to reconsider and permit it under VHF, too. 

Mr. Sprincer. Is the Commission feeling the same as yours? 

Mr. Ler. I have been notably lacking in persuasion. They are 
not only thinking about it, but they have rejected it. 

Mr. Sprincer. In other words, the thinking of the Commission at 
this time is that that question ought to be open as to both VHF and 
UHF when the applications are made ? 

Mr. Lee. Yes, sir. That isright. It is my expectation that as the 
applications come in, my Commissioners will see the error of their 
wavs, and see the light, and perhaps go along with me. 

Mr. Sprincer. Is it your feeling, Mr. Chairman, that the licensing 
of subscription TV is going to improve programing all the way 
around ? 

Mr. Dorrrer. I do not know. I tried to indicate that the Commis- 
sion did not undertake to defend the success of subscription television 
either financially or programwise. Our action can be characterized 
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more as a willingness to try to get meaningful information on a con- 
trolled basis. 

That is why the Commissioners have not considered Commissioner 
Lee’s proposition. They finally determined that if you restricted it 
merely to UHF and if UHF does not get any more public acceptance 
than it has under the circumstances, the tests would not be meaningful. 

We would have nothing. We would come out the same door that 
we went in. I just ‘annot say whether or not subscription television 
is going to improve the programing or the implementation of dark 
channels. I am aware of the arguments which have been presented, 
but before rejecting them out of hand, I had decided to cast my vote 
for a trial which would be under controllable ¢ onditions, and certainly 
with a very close eye to the applications that are filed. 

Mr. Sprincer. Thank you, Mr. Chairman. 

The Cuamman. The committee will be compelled to recess at this 
time. We have gone a little beyond the time I intended to go. 

Mr. Chairman, I regret having to ask you to come back tomorrow, 
but many members of this committee have indicated that they have 
questions that they want to get responses to. 

I know you have problems down at the Commission to deal with, 
too, but I would like to conclude your part before we go into other 
phases with other witnesses. 

The committee will recess until 10 o’clock in the morning. 

Mr. O’Brien will be the first member recognized for questioning. 

(Whereupon, at 12:43 p. m., the hearing was recessed to reconvene 
at 10 a. m., Thursday, January 16,1958.) 
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THURSDAY, JANUARY 16, 1958 


House or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 
The committee met at 10 a. m., in room 1334, House Office Building, 
pursuant to recess, Hon. Oren Harris (chairman) presiding. 
The Cuatrman. The committee will come to order. 


STATEMENT OF JOHN C. DOERFER, CHAIRMAN, FEDERAL COM- 
MUNICATIONS COMMISSION, ACCOMPANIED BY COMMISSIONERS 
ROSEL H. HYDE, ROBERT T. BARTLEY, ROBERT E. LEE, RICHARD 
E. MACK, T. A. M. CRAVEN, AND FREDERICK W. FORD; WARREN E. 
BAKER, GENERAL COUNSEL; LOUIS C. STEPHENS, BROADCAST 
BUREAU—Resumed 


The Cuarrman. Mr. O’Brien. 

Mr. O’Brien. Mr. Chairman, I think we should compliment the 
members of the Commission for their endurance and patience. I am 
sure they understand that in this case we have a matter before us on 
which every one of our constituents is an expert. That is probably 
the reason we are asking so many questions. I was interested in the 
statutory authority. 

I am one member of the committee who believes that the Commis- 
sion acted properly because you were dealing pretty much with a 
shadow land and had to act under the broad authority granted to 
you. 

But in the reading of the record of those days, it occurred to me 
that the question of subscription television was not even a gleam in 
Buck Rogers’ eye. 

Do you think that if the question of subscription television had 
been as imminent and controversial in 1934 as it is now, that Congress 
would have written a specific authority or a specific prohibition into 
the law ? 

Mr. Dorrrer. I cannot really tell whether Congress would have or 
not. I assume that the Commission, in the absence of specific lan- 
guage, would view the powers given by Congress to it in a manner so 
as to explore if such exploration is within the realm of reasonable 
interpretation. 

I certainly hold with those who have the view that the Commission 
should not stretch doubtful authority. I do think that in this par- 
ticular case we were convinced that we had jurisdiction to try it, and 
perhaps even to order it. 
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But as you will note, our order took a cautious approach. At least, 
that is what we thought. Getting back to your original question, 
I assume that the Congress of that day, had it known the full impact 
of television broadcasting, and had it been aware of some of its’short- 
comings in the eyes of some people, may have been just as reticent then 
as we are now to outlaw peremptorily. 

Mr. O’Brien. Knowing the Congress today does know many facts 
it did not know in 1934, in view of that do you not think that Congress 
should take some definite action at this time, either to eliminate the 
doubt which exists in the law or to prohibit, if that should be the 
mood of Congress? Today we have the facts, but in 1924 we did not. 

Mr. Dorrrer. Of course, any time the Commission interprets any 
proposition before it in terms of jurisdiction, and the Congress feels 
that it does not have the jurisdiction, certainly Congress would be well 
advised to spell it out and spell it out quickly, 

Mr. O’Brien. Mr. Chairman, you mentioned in answer to a question 
yesterday that ‘when the trials are over, then you propose to come to 
Congress, and I think to submit a report was the language used. 

Mr. Dorrrer. I had re: lly intended not to be quite , that definitive. 
I felt that even long before the trial period came to an end, we might 
say the 3-year period, we would certainly come to Congress if definite 
tendencies manifested themselves which indicated a threat to that 
which I think is very desirable, both to the Commission, to Congress, 
and to the people. It may even be before an application is granted. 
In the application process, the manner in which the applicant pro- 
poses to operate may, upon inquiry, indicate something so contrary to 
public interest that the Commission would stay its authority even to 
try it. 

Mr. O’Brien. Do you think that Congress should act in some way 
before the Commission grants any permanent licenses ? 

Mr. Dorrrer. I would say it would be in a much better position to 
act after it has the benefit of some experience. 

Mr. O’Brren. Here is another question which occurred to me. We 
have had a great deal of discussion of public interest. There seems 
to be a feeling in some quarters that if you have enough mone y in the 
form of dimes, quarters, or dollars from the public, you will, by some 
miracle get much better programing. One of the programs which 
has been mentioned from time to time has been the world series. 
Certainly no matter how many quarters are invested by the public, a 
world series game is going to be no better under subscription television 
than it is today. 

Mr. Dorrrrr. Well, sir, I am from Milwaukee, and I thought the 
one last senson was excellent. 

Mr. O’Brien. Yes; and I did too. But I wonder if the problem 
today on programing is money or lack of talent, and whether the pay- 
ment by the public of large sums to see programs is going to improve 
programing or is going to bri ing into being talent which is now scarce 
or unavailable. 

Mr. Dorrrer. Congressman, if I could answer that, I would prob- 
ably be the leading authority in broadeasting, and in the theatrical 
field. For myself, I don’t know. I don’t know whether it is the 
deficiency in talent—and I agree with that, I think there is a de- 
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ficiency with respect to all of the needs which seek satisfaction—or 
whether that is caused by a lack of money. 

I just cannot say. 

Mr. ©’Brren. In these tests, those who are permitted to conduct 
them, of course, are going to try to show a great public response. 
That is going to be part of the burden upon them. I am just wonder- 
ing what type of programs will bring a great public response. I hate 
to think that the national taste in this country, as far as music is con- 
cerned, would put Elvis Presley twice among the top 10 with 2 songs, 
We know what happens. That is a combination of kids and coins, 
juke boxes and so forth. 

I wonder if there would be a pandering to that particular taste in 
television if they were out in a 3-year period to show this great public 
demand. I am wondering if news programs, for example, and pro- 
grams like Meet the Press or Wide, Wide World, and so forth, would 
be considered not quite marketable in the sense that Elvis Presley 
might be. I wonder if we will not reduce the caliber of the programs 
as far as the public is concerned. 

Mr. Dorrrer. I would say for myself that I would prefer that the 
Elvis Presley programs be on a scrambled screen. 

Mr. O’Brien. I would like to see it extremely scrambled. 

Mr. Dorrrer. I think that there are allegations that subscription 
television will bring the better programing, and by better program- 
ing I am inclined to a reasonable interpretation that everybody, I 
think, understands. There are the broad level popular programs 
which, by some standards, are not the highest expressions of theatri- 
cal art. As you go up the scale, it is the better programing. Of 
course, you can get too rich for some people’s blood. But I am not 
deluding myself as a Commissioner in thinking that subscription 
television would confine itself merely to the so-called better program- 
ing. It is true, that is their assertion, but I feel that human beings 
being what they are, if they could see more money in a so-called 
popular program, they would definitely attempt to reach that 
audience with that type of program. But again, I would like to 
repeat, that is precisely what we would like to see. As I indicated, 
and at the risk of repeating myself I will indicate it again, my con- 
cern has been, will subscription television supplement our present 
program fare or will it just tend to supplant it / 

Certainly if it tends at all to supplant it, [ would say long before 
the test comes to a conclusion, it should be X’d out of our national 
picture. 

Mr. O’Brten. I noticed in the report that you set forth the con- 
ditions of the trial operations, and that applications in accordance 
with those conditions will be accepted. Are the conditions as con- 
tained in the report now the ground rules for the trial, or will there 
be some additional conditions not contained in the report? 

Mr. Dorerrer. We have the power, always, to impose additional 
conditions. In rulemaking, there is always an attempt to set the 
ground rules. But as in any other endeavors in life, one really does 
not know what all the ground rules are until one comes to grips with 
the problem. 

Mr. O’Brien. One of those might be the hours of pay operation, 
for example. Would that be flexible? 
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I know it must broadcast free programs 28 hours a week. But 
you have not reached a final determination, have you, on the number: 


of hours of pay operation ? 

Mr. Dorerrer. Nor the specific schedules. 

Mr. O’Brien. That would be set forth as the hearings progressed. 

Mr. Dorrrer. As the applications come in, we are hopeful, and I 
think the proponents in it loam that that is the form that we would 
desire, and we would probably feel it necessary before we passed on it. 

Mr. O’Brien. Will there be any restrictions on the number of 
stations in an eligible market, a market with four or more stations,, 
I believe it is, which can broadcast pay TV programs? 

Mr. Doerrer. Theoretically ind under the order, no. But prac- 
tically I see quite a definite restriction. 

Mr. O’Brien. Then there would be, if pay TV was this great 


bonanza, if it should sweep the market before it, a matter of life or 


death for a number of stations which could not get that authority. 

Mr. Dorrrer. First of all, I do not anticipate that that force will 
reach such momentum at the outset. When it begins to gather force, 
it is part of our job to be on top of it. I think I would hesitate to 
license the third and fourth subscription television stations and there- 
by take the last 2 or the last 3 free television stations from a market. 

Mr. O’Brien. Are you not placing an advantage, a great advantage, 
to the stations that apply first ? 

Take an area where there are four. One fellow comes in with an 
application and then the others follow. It would be difficult to judge 
who should have it. 

Mr. Dorrrer. There may be some advantage in the first applicant,. 
as there always is, and, of course, there may be some disadvantages, 
too, for the person who is trying to pioneer the way. I would say we 
are always in a position to cut down the hours or divide the hours. 

Mr. O’Brien. I have one final question. I was wondering what the 
real test of public acceptance will be. Will it be money or the number 
of stations tuned in? Let us put it more specifically. Suppose in an 
area one-third of the people apparently accepted pay TV. 1at would 
be a substantial number of people, and it would be a substantial num- 
ber of dollars, I assume. But two-thirds of the people would not be 
accepting it. Then when you arrived at the point of considering the 
permanent license, would you consider one-third of the people of this 
area wanting this, or would you consider two-thirds of the people in 
this area not wanting it ? 

Mr. Dorrrer. Congressman, I don’t want to be evasive, but I do not 
think I can answer that. In my approach to this, before any attempt 
of effort is made to finalize it or to make it permanent, certainly this 
entire factual data and experience should be presented to Congress. 

Mr. O’Brien. There again we come back to my first question. I 
am wondering what happens when all of this is presented to Congress. 
Is the Commission then in effect saying to Congress, “We have con- 
ducted these trial runs. We have this additional information. The 
law is at least nebulous on this subject of authority. We are turning 
this problem over to Congress.” 

Mr. Dorrrer. I do not think that the Commission, in view of its 
present determination, would come to Congress and say that the law 
is nebulous. I think that the Commission would say “We have now 
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had the trial, and we have had a hearing, also, on our level. Now 
we have some definite information which will permit Congress to act 
ona more substantial basis than what we thought it would be willing 
to act on originally.” 

Mr. O’Brien. You believe that there could come a time when action 
by Congress would be desirable, perhaps that the 1934 law should be 
rewritten in the light of modern conditions, conditions which did not 
exist in 1934, which Senator Dill and the others could not have known 
about, despite the fact that they are quoted rather freely. 

Mr. Dorrrer. Yes, that is true. Of course, I would say not only 
with respect to problems of subscription television, but periodically, 
perhaps every 20 years or every 25 years, it would be advisable for 
Congress to take an overall look at the administrative agencies, at the 
laws, their interpretations, and whether or not they are carrying out 
the intent of Congress, or whether the time has come to change even 
the original intent of Congress. 

Mr. O’Brien. This would be a good field, then, for the Committee 


on Legislative Oversight. 


Mr. Dorrrer. I think so. 

Mr. O’Brien. Thank you very much. 

The Cxuarrman. Mr. Bush? 

Mr. Busu. Thank you, Mr. Chairman. 

First I want to say that I think every member of this committee 
appreciates the Commission’s taking the time out of their busy sched- 
ule to try to give us all the information that they possibly can. 

I, for one, know that you are dealing with a very controversial 

roblem. There is a lot of difference of opinions, as we all know. It 
as been said here many times that you have a responsibility, as far 
as the law goes today. You feel that; that there is a responsibility. 

However, the act is so vague that you just question your position, 
to some extent. You are willing to take the chance and give it a trial 
period, 3 years, though it might be that it would have to be finally 
settled in the courts. 

Mr. Dorrrer. Congressman, I tried to point out that the question 
of our jurisdiction was not quite that doubtful. We had what we 
thought was ample authority and interpretation from our general 
counsel to indicate that we did have jurisdiction. But, as in any case, 
our jurisdiction is frequently challenged. We do not really know, 
in some of these cases, what the courts ultimately will hold. 

Albeit, we may be very firm in our cases, that we have jurisdiction, 
and, of course, it might be the other way. It is quite possible for us 
to conclude that we do not have jurisdiction, and the courts would 
indicate that not only do we have jurisdiction, but it is our duty. I 
think we can point to some cases of that nature. 

The big doubt that characterizes my testimony is not the power of 
jurisdiction vesting in the Commission, but the policy. Those are the 
things that both this committee and the Commissioners have a good 
deal of apprehension about. We resolve it not at all in the slightest 
degree of defiance to Congress or a committee of Congress, but in the 
spirit of trying to be helpful. 

We thought that we would try to set up a trial with sufficient con- 
trols so that any tendencies, for good or for evil, would be manifested, 
and with that we could act finally, intelligently, and so could Con- 
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gress, or more intelligently than you can when you are in doubt as to 
what the policy should be. 

Mr. Busu. There is a question in my mind. Who are the ones who 
are making the great demand on the Commission for this kind of 
television? Isit the public or is it the applicants # 

Mr. Dorrrer. The applicants, so far as 1 am aware. 

Mr. Busu. You say you have only had one applicant. 

Mr. Dorrrer. So far. But I understand we have petitions by 
Phonevision, by the Zenith Corp.; Subscriber-Vision, proposed by 
Skiatron Electronics; and Telemeter, proposed by International Tele- 
vision Corp. There are two more that are interested, Bi-Tran, a 
posed by Blonder-Tongue Laboratories; and Teleglobe, proposed by 
Teleglobe Pay-Television System, Inc. 

With respect to whether or not there is a big demand on the part 
of the public, the only way I can express that is in this light. We 
really cannot conduct our business by taking a poll of individual 
people’s reactions, individual persons. 

Yet we do not disregard some of those comments, especially when 
we can begin to classify them. I would say we have had a lot of pros 
and cons, some of it w ith no reason given other than “We are all for 

it,” or “We are unalterably opopsed.” But there have been some com- 
amibite that I am aware of, that I received from people who volun- 
teered to express their opinions, or, let me put it this way, who do not 
hesitate. There are people who say “I do not know why you don’t 
try it. Why don’t you let thew try it? It is at their risk, and I cer- 
tainly would be willing to pay 25 cents or even a dollar, if I could get 
some different programing. There is some progr aming that I can- 
not get, and I would be happy to pay if I could get it.” 

Of course, you do have a lot of people who say “Under no circum- 
stances should we be compelled to pay for our programing” and some 
of them even suggest that the Commission be given the power and 
authority to compel some of the programs which are now denied to 
the public, compel the promoters of baseball, and the theater people, 
and the football organizations, to compel them to program in their 
communities by way ; of free television. Of course, we have to respond 
that we don’t have that power. 

Mr. Busu. It has been brought out here that some Philadelphia 
corporation has made application. This is information that I would 
be interested in. You say you are not going to use VHF, but you 
are going to use UHF. 

Mr. Dorrrer. Commissioner Lee said that. 

Mr. Ler, He is applying for UHF. 

Mr. Dorrrer. He has what we call a construction permit. He has 
not built as yet. He is not on the air. He has a construction permit 
for a UHF, channel 29. Anything above channel 13 is a UHF 
channel. 

Mr. Busu. I live 200 miles from Philadelphia. Would it be pos- 
sible to get subscription television if we make the proper installation 
to get pay TV ? 

Mr. Dorrrer. I doubt that. 

Mr. Busu. Most of the area is on cable where we live, our valley, 
being a mountainous area. Do you think that the system that vil 
be devised for subscription television will be beneficial to get recep- 
tion into your home without these cables ? 
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Mr. Dorrrer. Congressman, the answer to that question is that the 
coverage is directly related to the signal strength. Asa general propo- 
sition, the coverage will be about the same as the coverage you have 
with free television, or certainly possible with free television. If there 
is not a sufficient audience of viewers to interest an advertiser support- 
ing free television, it may be that there is not a sufficient audience to 
interest a subscriber. 

But if the opponents of subscription television are correct, that just 
a handful of people will support subscription television, then I would 
say that there probably is a greater likelihood that people in these 
remote valleys and areas may get some television under a subscription 
system that they would not get under the free system, other than by 
the wire system. 

Mr. Busu. At the present time, as you stated, you have 20 alloca- 
tions that you will give permits to for this trial period. Are they all 
condensed, populated areas ? 

Mr. Dorrrer. Did you say 20 applications ? 

Mr. Busu. No. 20 allocations. 

Mr. Dorrrer. Twenty allocations. Twenty cities have been desig- 
nated, yes, but we have a limitation that no more than 3 cities may 
go to 1 system. 

Mr. Busu. As I said in the beginning, it is a very controversial 
problem you have to face. There are many, Many opinions on the 
problem. Do you still feel comfortable that you have the authority 
in law to go ahead and do this trial experiment ? 

Mr. Dorrrer. Congressman Bush, if I may quote General Counsel 
here, he indicated that he has no doubts whatsoever. How did you 
express it?) Would you volunteer how confident you feel about it ? 

Mr. Baker. I said this is the kind of a case I would be very happy to 
take on a contingency fee basis if I had to defend it in court. 

Mr. Loser. W ell, they are all that way, are they not? 

Mr. Baker. I have to defend many cases that I would not appreciate 
having that way, sir. 

Mr. Busu. If this proves to be a real success, would you think that 
it would cut into the free television time to the extent that many people 
who are sponsoring these programs would be cut off the air? I am 
referring to the sponsors of free television. 

Mr. Dorrrer. Not conceivably durmrg thetrial period. The tenden- 
cies might show up, as I tried to indicate before. 

Mr. Busn. That isall. Thank you. 

The Cuarrman. Mr. Dingell? 

Mr. Drneett. Mr. Chairman, have you heard any great public 
clamor or outery urging that the Commission act in the public interest 
to permit these tests ? 

Mr. Dorrrer. I wouldn’t characterize it as a great public clamor. 
IT am aware that people have addressed communications to us, urging 
us to authorize it. There have been representations made to us by 
various proponents that polls indicate that people want it. I might 
add that there have certainly been representations of polls which 
have been made indicating that people are overwhelmingly opposed 
to it. It places the Commission in a posture of trying to guess just 
what question was asked of the people. We do not always know 
whether the question was scientifically framed so that it would get 
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an unbiased response or whether intentionally or inadvertently it 
would draw out a predetermined or predesired response. 

Mr. Dineext. Would I be fair in saying though that in the course 
of your administration of the radio waves as a public asset in the 
public interest, that you have not found that there is such a tremen- 
dous, overwhelming public acceptance or public pressure for this thing 
as to justify this particular sort of test? Would that be a fair state- 
ment ¢ 

Mr. Dorrrer. Well, I think that would be a fair statement, Con- 
gressman Dingell, but I would like to say it is not very material or 
relevant, or very competent, for this reason: We are not. competent, 
really, to appraise the ratings behind these campaigns. 

As I indicated before, we look at them. The individual Commis- 
sioners may have different reactions, but I do feel that the other Com- 
missioners and myself just do not feel competent to evaluate that type 
of response or poll, or whatever you want to call it. 

Mr. Dinceti. The point I make, though, is that there has been no 
tremendous, overwhelming public demand either for the test or for 
pay TV. 

Mr. Dorrrer. No, there has been nobody storming at our gates 
to put it on. 

Mr. Dincetx. In fact, the people who have really been interested 
in securing these tests have been people who had systems that they 

yanted to put in for moneymaking opportunities. Is that a correct 
statement ? 

Mr. Dorrrer. The proponents have certainly been avid supporters 
of it, yes. 

Mr. Dincetu. Those are the people who have been coming to you, 
saying that we should have this pay TV, by and large people who 
have been around at the FCC doors have been proponents of systems 
that they intend to use for their own financial gain. 

Am I correct in that statement, by and large? 

Mr. Dorrrer. Let me say this: I read into the record the people who 
responded, and there are also some UHF operators who have urged us 
to permit it. I might say, Congressman Dingell, that there was no 
great demand for free television before there were allocations and 
tests by manufacturers. Certainly there was no great demand by the 
people before AM broadcasting took place. 

Mr. Dineetx. I am aware of that. But those were free and this is 
going to cost the American people. 

Mr. Dorrrer. I beg your pardon? 

Mr. Drnecetx. I say I am aware of that fact, but those were free, 
and this is going to cost the American people. Let me get down to 
something else. As you recall, yesterday we got into the subject of 
jurisdiction of the Commission to establish this sort of a test. There 
were some remarks on your part that indicated that it came from some 
broad, general inherent power in the Commission. Would I be fair 
in inferring that you are granting the right to make these tests under 
some broad, inherent power of the Commission ? 

Mr. Dorrrer. Yes, Congressman Dingell. A1l of our powers, when 
expressed, are derived from some broad, general language. Maybe 
“all” is too absolute a term. But by and large, many of the policy 
decisions which the Commission has made throughout its existence are 
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derived from, certainly, language that you and I would agree to as 
being quite general. 

Mr. Drncexu. In paragraph 22 on page 6 of the opinion that was 
furnished to the committee, or rather, the first report before the Fed- 
eral Communications Commission, docket 11279, there are a whole 
series of paragraphs. At the start it says it directs the Commission 
“as public convenience, interest or necessity requires,” and then para- 
graphs (a) through (f) are there. : 

Paragraph (g) is underlined, I believe you will note. Would I be 
correct in inferring from that underlining, that that is the paragraph 
that the Commission relies on in granting this test? 

Mr. Dorrrer. Among others. I would say that had quite a bit of 
influence in my ultimate decision. But there are other underlinings 
of other paragraphs, paragraph B. and paragraph (e). Excuse me, 
it should be parentheses (b) and parentheses (e). 

Mr. Dince... Let’s narrow this down. I said some broad, general 
power. That was the first thing, and you said, “Well, maybe yes.” 
{t would not be so broad and general as the divine right of kings, 
would it, the power under which you grant this test? I am trying 
to find out where the Commission hangs its hat in granting authority 
for this test. It certainly is not as broad as the divine right of kings, 
where you just say, “We have this power, and by the grace of God, 
we are going to do this.” 

I am trying to find out specifically what language the Commission 
relies on in making this particular grant. 

Mr. Dorrrer. Well, I would say that we set forth all the statutory 
language which we think is material and relevant. I might indicate 
also that the Supreme Court, in the Chain Broadcasting Rules case, 
have indicated that the Commission has, under the term “public in- 
terest, convenience, and necessity,” broad enough powers to regulate 
the networks, who definitely asserted before the Supreme Court that 
there was no specific language, or any language that even came close 
to substantiating the asserted powers of the Commission. 

I forget the exact phraseology but it was something of the order 
that the statute was as broad and sufficient, as public interest, con- 
venience, and necessity could require under the circumstances. 

Mr. Drncexu. I want to narrow this as fast as I possibly can and 
get right down to the nub of this thing. That is all well and good in 
the case of networks which happen to be free to the viewing or listen- 
ing public. But I want to get down and find out which one of these 
paragraphs of (a) through (g) you rely on in setting up this par- 
ticular test. 

Is (g) the paragraph that you rely on? 

Mr. Dorrrer. Congressman, I think it is a combination of all the 
paragraphs set forth or those portions of the paragraphs which are 
material. 

Mr. Drncett. Would I be unfair if I thought you ought to come 
right down and tell this committee under which one of these para- 
graphs and not under which broad combination? Would it be fair 
to say that (g) would be the one? 

Mr. Dorrrer. Not the only one. You could see readily how a man- 
date to study new uses for radio, and provide for experimental uses 
of frequency is, and generally encourage the large and more effective 








148 SUBSCRIPTION TELEVISION 


use of radio in the public interest, would be quite persuasive upon any 
Commission. 

Mr. Drneex.. Is that, then, what the Commission hangs its hat on? 

Mr. Dorrrer. I do not think, Congressman, that I could pinpoint 
it on just (g) of section 303. I think it is a combination. 

Mr. Dineen. What other section do you or the Commission rely 
on, then, in fixing your jurisdiction to go ahead and let these people 
do this? 

Mr. Dorrrer. Well, we have the ones that you just indicated, section 
303 (a) through (g) and section 307 (a). 

Mr. Dince... Let’s gét down to the (a) through (g) and see which 
ones you rely on. 

Mr. Dorrrer. Well, they all relate to it, I think. 

Mr. Dinceti. You say all of them? Is there any reason, then, 
for your underlining this last one (g) and putting specific emphasis 
on it and referring to it before this committee on a number of oc- 
casions ¢ 

Mr. Dorrrrr. Yes. Because we are conducting a trial. I suppose 
there might be a question of draftsmanship to try to highlight what 
specific language had to do with the trial. 

I assume that if we had decided to plunge right into it without 
a trial, we probably would have underscored other language. 

Mr. Dinceti. You are considering this to be just a trial, and you 
are relying on section (g) then, in setting up this trial. Am I right? 

Mr. Dorrrer. We are not relying exclusively on (g) for the trial 
operations. 

Mr. Diner. I presume you voted on this business, and I pce 
you voted in favor of it, and I presume in voting you and the other 
Commissioners knew what you were voting for and knew on which 
you bottomed your jurisdiction. I am trying to find out where that 
jurisdiction was bottomed. I am trying to have you tell me which 
one of these sections you rely on. I cannot seem to get an answer as 
to which section you rely on. 

Mr. Dorrrer. I am not trying to be evasive, Congressman, but in 
paragraph 21 we said that in the excerpts quoted below, the under- 
scoring 1s added and indicates the language which we think is par- 
ticularly relevant. 

We tried to set forth as clearly as we could those portions of the 
statute which gave us jurisdiction, power and the responsibility, 
the duty. 

Mr. Dinceii. Let me take another tack. I want to tell you a little 
story. There was an Arab who got caught in a sandstorm, and he 
pitched his tent. The camel was left outside. In the course of it, 
the camel said, “Now let me just get my nose under the tent, so I 
can get out of some of this dust and sand that is flying by.” It 
wasn’t very long before the Arab found that he was out in the sand- 
storm and the camel was under the tent. What I am trying to find 
out now, and the reason’I was anxious to have you nail this thing down 
as to jurisdiction, was this: You say this is a test. I want you to tell 
me how you can keep this test from being just another instance of 


the camel getting his nose under the tent, and getting the Arab out 
in thesandstorm. 
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Mr. Dorrrer. Well, that is part of our policy functions. I might 
say you don’t learn to swim, either, unless you get your feet wet. 
We never know, this country does not really know, when it under- 
takes something new, whether it is the camel’s nose under the tent 
flap, or whether it is a breakthrough to a new development which en- 
riches the life of this country. 

Mr. Drneett. Let me ask this question, then: You mentioned on 


a number of occasions the safeguards you claim you have written 


into this whole proceeding and into this grant. I would like to 
know specifically from you, or from the other members of the Com- 
mission, what those safeguards are, so that if in a matter of a year, a 
month, or 3 years, we suddenly find that the Arab is out in the sand- 
storm, we will have something to come back and talk to you about. 

Mr. Doerrer. If I may summarize, first, each system may be tried 
in no more than three markets. That isa limitation. Two, trials are 
limited to cities with four or more commercial grade A television 
services. Three, both the VHF and UHF stations may participate. 
I am sorry, I am reading conditions for the conduct of trial subserip- 
tion TV operations, and we may have some conditions in here which 
may not be limitations. If you will bear with me a moment, I will 
highlight the limiting factors. 

May I read into the record those portions which have limiting 
effects? The subscription TV system must not cause interference 
either within the frequency employed or without to any greater extent 
than is permitted under the present rules. 

Mr. Dinceti. Of course, that does not have anything to do with 
limiting thetrial. Am I right? 

Mr. Dorrrer. They may come along with a system which causes 
interference. 

Mr. Drvcext. I am talking about how are you going to get these 
people off of the air after they get on the air? I want you to tell 
me limitations that will help you get them off. I want to know what 
you are going to do to cleaned and protect other television and 
radio operations. I presume you will use good judgment to do that. 
But what are you going to do to get these people off the air once they 
getontheair? That is what I want to know. What are the safeguards 
to guarantee this is just a test ¢ 

Mr. Doerrer. In the first place, we indicated that any authoriza- 
tion would not exceed 3 years. 

Mr. Dincexy. I am sorry, I did not hear you. 

Mr. Doerrrer. I said in the first place we indicated that any au- 
thorization for a trial test would not be for more than 3 years. Para- 
graph 83: Authorizations granted hereunder may be revoked or modi- 
fied prior to the expiration of the 3-year period stated above, if, in 
the judgment of the Commission, such action is required in the public 
interest. 

Mr. Dince.u. Let’s go a step further. These people who are going 
to make these trials are going to invest aelaaien sums of money. 
I think that is a fair statement, is it not? Is it not a fair statement 
that they are going to invest very substantial sums of money? 

Mr. Doerrer. I don’t know whether they will, Congressman Dingell, 
or not, They may find our terms too restrictive. They may not want 
to venture chpitel with the limitations set forth in the order. That is 
quite possible. 
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Mr. Drncett. Would you say that is a definite possibility. ) 
Mr. Doerrer. I don’t know whether it is a definite possibility, but | 
you have to remember that I am not aware of any more than one} 
application since our order of October 17, and whatever system this | 
UHF operator proposes to use has not been committed as yet. 


a fair test, then, that we really do not have a vehicle where we can 
determine whether this is good or whether it will serve the public 
interest or whether it will do a proper job in giving you, the Commis- 
sion and the Congress, and the people of this country, sufficient facts 
on which we can make a decision of whether this pay TV is good, 
worthwhile, workable, or just what the real nature of the beast is. 
Mr. Dorrrer. We tried to provide for a meaningful test but with 
sufficient limitations. If nobody wants to try it, if the entrepreneurs 


Mr. Drncetu. This being so, would you not say that this is not really 
: 
| 


who urged us to permit it do not wish to try it under the limitations | 
we imposed, then that is just too bad. : 
Mr. Drncext. Is that a test or not atest? If you set up a series of | 


regulations that nobody wants to use, is that a test or is that just a | 
waste of the Commission’s time ? 


Mr. Dorrrer. We gave as much latitude as we thought was appro- | 


priate. We gave more than some of the opponents wanted, and we 
gave less, of course, than an absolute, unlimited power. The order 
indicates our primary job and primary concern is to provide for the 


public interest, to protect it, but not necessarily to protect it so tightly | 
that we would never permit experimentation with radio frequencies in 


any portion of the spectrum. 

Mr. Dineeti. Mr. Chairman, I don’t want to be rude to you, but 
I do want to get to the nub of this question, because there are other 
members of this committee who are anxious to be heard on this thing. 

You have had one application during the time that you have set up 
the procedure for this test, am I correct ? 

Mr. Dorrrer. Yes. 

Mr. Dinceti. That being so, would you say, then, that you are not 
going to be able to achieve a substantially adequate test to give you 
sufficient information under the rules that you have here ? 

Is that right or wrong? 

Mr. Dorrrer. Well, there are 3 more months. 

Mr. Dincexxi. But on the basis of probabilities, even assuming 
that you get 2 or 3 more applications, which appears to be about all 
you are going to get, you are not going to have an actual test, are 
you, sir? 

Mr. Dorrrer. It may be. It depends upon the test. 

Mr. Drncewi. Let me ask this question, then. To have an adequate 
test, you are going to have to have enough people involved and 
enough setups of different kinds involved, and enough broadcasting 
operations set up so that you can determine which of these things is 
best, whether they are in the public interest or not, isn’t that right? 

Mr. Dorrrer. Well, if only one comes forward, I suppose we could 
test that one. But the very fact that there has only been one would 
be one indication that even the entrepreneurs, or those who have 
urged us to permit it, are not confident of its success. 

Mr. Drnceii. That begs the question. Mr. Chairman, I am going 
to make a statement, and I am going to ask you or any member of this 
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Commission to deny it right here and now. The thing I am going to 
say is this: On the basis of your own testimony here this morning, 
ou have not set up an adequate test, whereby we can determine either 
the nature of this thing, this pay TV or its desirability by the Ameri- 
can people, or whether or not the entrepreneurs want to go into this 
deal. Apparently the rules and regulations are such that you are 
not going to have enough operations going, and enough people in- 
volved, to really determine the precise nature of this thing, its desir- 
ability, whether it is good or bad, how much it is going to cost the peo- 
ple of this country, or anything else. Do you deny that, sir, or does 
any member of the Commission care to deny that statement 

Mr. Dorrrer. All we could do was to provide and set the basis for 
an adequate test. 

Mr. Dincett. Do you deny my statement ? 

Mr. Dorrrer. If the people do not come forward, if the entrepre- 
neurs do not come forward, and utilize what we have provided, that is 
one thing. Certainly we do not have the funds to set up our own 
equipment. 

Mr. Dineoetu. Mr. Chairman, I am not being critical of you in your 
action. I hope you have made this as restrictive as possible to give 
you a good test, if that is right. But I want to know. On the basis 
of your own testimony, that you have only had 1 applicant, you have 
3 months to go, and you have had 6 or 7 months behind you—and I 
am going to make the same statement again—you have not set up 
an adequate test to determine either the nature of this thing, its desir- 
ability, or whether or not it is good or bad or in the public interest. 
Do you care to deny that, sir, yes or no? 

Mr. Dorrrrr. I will accept that as that being your judgment. I 
cannot agree. 

Mr. Dincet.. You are testifying before a committee of Congress. 
We are asking you for information so that we can determine whether 
or not, first of all, you have established an adequate test, and then 
whether or not this thing is good, based on the information you are 
gleaning from this test. Let me ask you this: Suppose I was sitting 
in your chair, and I was to come before you, and you were sitting 
up here in my seat, and I was to say, “Well, we have set up this test, 
but we only have one man who is interested in coming in and trying 
this thing out.” 

We have a big country that went up to 173 or 174 million today, ac- 
cording to the newspapers. 

“We are only going to have this 1 operation, but we don’t know 
enough whether we can make a finding 1 way or another. Now we 
are going to get this one operator to come in and try one was or 
another.” 

Would you tell me that I had set up a good test or would you tell 
me that I had set up a test that would not tell anything one way or 
another ? 

Mr. Doerrer. I would tell you that if only one came in, that would 
not be an adequate test. 

Mr. Dincetu. That is precisely the point I make. 

Mr. Dorrrer. May I finish? I would say then that there is a lot that 
ean be drawn from that factual situation ; that a lot of people who have 
been clamoring for subscription television apparently did not have 
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enough confidence to go into it. All we can do is to provide a broad 
enough basis so that if the spirit is willing and the money is there, | 
they ‘certainly could not criticize us on being too restrictive. 

Mr. Dincetx. What I say, Mr. Commissioner, is not in any ‘way 
critical of the Commission. I am trying to find out whether you have | 
set up an adequate test. You said if only one man came in, you would | 
not have an adequate test. 

I would like to hear any Commissioner who would care to state a 
contrary point of view. 

Mr. Dorrrer. We may not have an adequate test, but we would 
have some valuable information. 

Mr. Dineeiu. I concede you would pick up some information from 
this. I want to know if you would have an adequate test or not an 
adequate test. Would anyone care to say a word about it ? 

Mr. Hype. We should not conclude at this point that we have not 
set up provisions for an adequate test. The fact that we have only one 
application at this point is really not significant. 

Mr. Dinceitt. Would you say after ‘the conclusion of the period for 
applications for these test licenses, if you only have one applicant, it 
will be an unsatisfactory test ? 

Mr. Hype. I would suggest that it would be time enough to look at 
our arrangements when that time arrives and we see what kind and 
how many applications have been filed. 

Mr. Dinceix. Let me ask you this question: Is the Commission here 
telling us that if yon do not get enough people who are interested in 
testing under these particular rules that you are going to change the 
rules then to furnish an adequate test 

Mr. Hype. No, sir, I am not saying that. If we do not get enough 
applications under these tests, it may be appropriate to make some 
further inquiry on our own initiative, or we may conclude, on the basis 
of what is submitted, that it is not worth pursuing any further. 

Mr. Dineen. I sit here and I keep getting this impression, that 
you people have been caught with a hot potato in your hands and that 
you wanted to get rid of it just as fast and easy as you could, and the 

easiest way you : could think of to get rid of this hot potato was to say, 
“Well, we will have a test.’ 

Now you come up here and you tell me that in 6 or 7 months you 
have only gotten 1 application after all of this demand from ‘the 
industry, and you are sitting in here now and saying, “Well, we don’t 
think this is an adequate test, but it will give us a lot of information.” 

You could get the same information by holding an evidentiary hear- 
ing, as suggested by Commissioner Bartley. 

Mr. Hype. Congressman, I favor the procedure of holding an evi- 


| 


eM 





RRR 


dentiary hearing. But when it developed that the Commission felt | 


that time could be saved by another procedure, and a majority wished 
to see what might be filed in applications, and applications providing 
a means of getting additional information, and the Commission’s 
notice indicating certain conditions which would have to be satisfied, 
it seemed appropriate to me to try out this procedure. We are not 
committed to go ahead with it if it does not seem to satisfy the 
requirements. 

Mr. Drncexixi. Does that mean that you are going to change and set 
up a completely different set of rules? 
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Mr. Hype. We may very well do that. The essential purpose of the 
ap lications at this point, so far as I am concerned, is to get some vital 
information which I feel has not been submitted up to now. I am 
particularly concerned about what provision would be made in the 
arrangements for operation of this new service that would give the 
broadcast licensee control over the program. I would like to know 
what his possibilities of getting programs of his own choice would 
be, and matters of that kind. 

Mr. Dinceuu. Let me go into this. I am going to make this same 
statement one more time, and I want any Commissioner who is sitting 
down there to deny it, and then we will go into the reasons for denying 
it. Iam going to say that. if you only get. one applicant during this test 
period, you are not getting an adequate test. Does any Commissioner 
want to deny that statement ¢ 

Mr. Hypr. Congressman, may I add a few more sentences to my 
discussion on this point? 

Mr. Dincexu. First let me get a denial, if I may. 

The Cuatrman. If the gentleman will permit, I wonder if we 
couldn’t proceed to have questions and then answers, and not argue 
a viewpoint about it. 

Mr. Dinceiyi. This is not argumentative, Mr. Chairman. I have 
tried to get an answer to this for some while, and I have not had very 
good success. 

Mr. Hype. May I respond to the question you have asked ? 

Mr. Dinceiy. Yes. 

Mr. Hype. If we have only one application, would that indicate that 
the test was an unreasonable one ? 

Mr. Dineext. I didn’t say unreasonable. Gentlemen, my remarks 
are not critical of the Commission. My remarks are just directed 
toward finding out whether you have set up an adequate test vehicle 
or not. 

Mr. Hype. I think we have set up conditions for a reasonable test, 
and I think it is too early now to make any contrary conclusions. 

Mr. Dincetu. If you only get one applicant, are you going to have 

a test that is going to get you : all of the information that you need to 
Kay whether this is a good or bad thing? 

Mr. Hyper. I mean to be responsive, and I think I am, when I say 
there is no indication yet that we will have only one applic ation. 

Mr. Dinceww. Let’s just say assuming you have only one. Will you 
have a successful test, one that will give you all the information you 
need to make a real and proper finding ? 

Mr. Hyper. I think if only one application, the application now on 
file, is received, there will be grave questions as to whether the test is 
worthwhile. 

Mr. Dincei,. That is precisely the point. Does any Commissioner 
want to deny that statement ? 

Mr. Craven. I would like to make a statement, if I may. If there 
is only 1 application, which I do not accept as a proper premise, but if 
there is only 1, I think we may have made a mistake in judgment. 
We suc cessfully scotched a new idea. 

Mr. Dinceui. Let me go a step further. How many applicants— 

The Cuarrman. Mr. Dingell, I think Mr. Bartley would like to 
respond to that question. 
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Mr. Barter. I merely wanted to say that it is certainly within the 
realm of possibility that a single test could establish substantial facts 
that we do not have now. If you could assume that there were an 
extremely successful operation, say, in New York City, which is our 
greatest market, you would get some results that would be factually 
more than we have now. I would not say that is a denial or contrary 
view to your statement. But any test of any size could have some 
value. As a matter of fact, the proponents have submitted to us what 
constituted one test in a single market many years ago, in Chicago, 
and there is some significance to that test. In fact, it is one of the 
things that disturbs me. 

Mr. Dincett. Would you care to elaborate on why you are dis- 
turbed ? 

Mr. Bartiey. The test is in the record. The Zenith Phonevision 
test some years ago in Chicago was a part of this record. 

Mr. Dincewx. Let me ask this question, if I may, gentlemen, and I 
want you to know that I am not being critical of the Commission 
when I ask these questions. I do not want to spend a lot of time 
apologizing, but I am not up here to harass you or harangue you or 
argue with you. How many applicants does the Commission think 
will be necessary to get an adequate body of information to determine 
what the precise nature of this creature, this pay television, is, and 
whether or not it is successful and desirable and good in the public 
interest ? 

Would you care to answer that, Mr. Chairman ? 

Mr. Dorrrer. I don’t know. I couldn’t answer that question, Con- 
gressman. My approach has been entirely different. It has been to 
provide the groundwork and see what happens, see what happens first 
in the applications which are filed, appraise them, evaluate them, and 
then if authorized, appraise and evaluate the experience. 

Mr. Drncetx. At the time you set this test up, though, the Com- 
mission must certainly have had some idea of how many applicants 
you would have to have to get enough information to make this deci- 
sion as to whether this is in the public interest. Was there not some 
mention of some number that you hoped to get or some maximum or 
minimum that you felt would give you information on which you 
could base judgments on this test ? 

Mr. Doerrrer. I think that some of the proponents indicated that 
100,000 or 200,000 subscribers would be sufficient. 

Mr. Drncett. How many broadcasting setups, though ? 

Mr. Dorrrer. One of them indicated three cities. 

Mr. Drncetx. Three cities would be adequate ? 

Mr. Dorrrer. For his system. 

Mr. Dincetxt. Who was it that indicated that? 

Mr. Dorrrer. That was Phonovision, Zenith. 

Mr. Dtncetu. But that was somebody other than a member of the 
Commission who indicated that that would furnish an adequate test. 
What are the Commission’s views on what will constitute an adequate 
test ? 

Mr. Dorrrer. It seemed reasonable enough to some of the Commis- 
sioners. I will have to defer, on that basis, to one who has had just a 
little experience in it. As I understand it, it was in 1951 that the 
proponent who made the statement had tried it. He had about 300 
subscribers at that time. 
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Mr. Dincetu. I am not interested in hearing who some of the pro- 
ponents had to say. I want to know what the Commission will con- 
sider an adequate test here. 

Mr. Forp. I am new in this, and did not participate in this myself, 
but a test means many things to me. If there is only one application 
filed, you cannot say that that is not an adequate test, because that one 
applic ation may be highly successful and prove the point. On the 
other hand, that one application may give it a thorough test in one 
community and be a complete failure in another . How can anybody 
at this point say that the Commission has or has not set up an ade- 
quate test, until the applications are in, and the thing goes along‘ 

Who knows what the facts are going to be? I couldn't possibly 
speculate on it. 

Mr. Dinceit,. Let me ask this question: There are certain real 
questions which were raised by Congressman Celler when he testified. 
He said that ultimately this pay television will not be free from com- 
mercials, but. will have commercials just the same as any other tele- 
vision or radio operation. How many of these broadcasting plants 
and how many subscribers are you going to need to determine that 
fact / 

Mr. Dorrrer. Who knows? 

Mr. Dincetn. This is what I want to know. This what I have to 
go home and answer to my people for. 

Mr. Dorrrer. But that is the test and that is the purpose of the op- 
portunity, to see what does develop. 

Mr. Dincet.. Let me ask you this: Are you going to be able to 
determine from this test whether or not we will ultimately see adver- 
tisements on the so-called free channels that you get by paying your 
monthly program dues ? 

Mr. Dorrrer. I don’t think the Commission will have the authority 
to direct an advertiser to advertise on the pay TV if no advertiser 
advertises, we will not get the information. 

If they do, we will. 

Mr. Dincett. How will you get this information ? 

Mr. Dorrrer. It is for the proponents to undertake to show what 
they can do and what will happen. 

Mr. Dinceu. Isn’t it reasonable to infer that the proponents are 
going to give you the test that is most consistent, and the results of the 
test. most consistent, with the position they presenly take until they get 
their licenses, and then they can go out and do what they please ? ‘Isn't 
that a fair assumption / 

Mr. Forp. I cannot agree. 

Mr. Dinceiy. Let me ask this question: They say that this will not 
impair the free television as contrasted to the toll or pay-as-you-see 
TV. At what point are you going to find out whether there is impair- 
ment of the existing free services from this test ? 

Mr. Forp. For my own purposes, I think it will be pretty clear if 
broadcasters in the community in which a test is taking place show 
that there is absolutely no advertising on their stations, that they have 
no money to program the stations duri ing the period when this test is 
going on. 

That will be one factor. There will be numerous factors develoned. 
There may be all sorts of complaints in a particular community. You 
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cannot tell what reactions it will bring. That is the purpose of con- 
ducting the test. 

Mr. Dincewt. How is this test going to determine whether the rates 
are reasonable and fair to the listening and viewing public? 

Can you give me an answer to that? 

Mr. Forp. I think it works the other w ay around, probably. 

Mr. Dineeww. Let me say this 

Mr. Forp. Do you want me to answer it? 

Mr. Dincewi. Let me say this: I don’t want to know about the other 
way around. I want to know what is reasonable and fair as far as 
service and charges to the public. I think the businessmen who go out 
and run this thing are going to be able to take care of themselves pretty 
well. You want to remember that the Federal Communications Act 
says that the Commission is supposed to act in the public interest, not 
in the interest of the industry. How are you going to be able to de- 
termine whether the charges are reasonable and fair or are going to be 
reasonable and fair, and how much of a test will you need to be able to 
do that ¢ 

Mr. Forp. If I get a report in that on 1 program in 1 community 
the people in that « -ommunity have paid $5 million for a 30-minute pro- 
gram, that would raise a great question as to whether or not the rate 
is fair. It will provide a factor, provide information on which the 
Congress will be informed, on which the Commission will be informed, 
and then the judgments can be exercised. If such a tremendous, al- 
most unbelievable return were to be made on one program, then I think 
as in the past, as the chairman pointed out yesterday, the public has 
pointed out that that is too much for the public to pay for that pro- 
gram, and, therefore, it is an unreasonable rate. 

Mr. DrnceELt. That being so, how are you folks on the Commission 
going to fix the rates? 

Mr. Forp. I think that was thoroughly explained yesterday. They 
put their proposed rates in the : application. 

Mr. Dineeti. And if they do not adhere to those proposed rates, 
what happens? 

Mr. Forp. Then they have misrepresented to the Commission. 

Mr. Dincett. What power does the Commission have to take ac- 
tion ? 

Mr. Forp. That is an indication of character. For instance, if he 
misrepresents to the Commission, tells them one thing and does an- 
other, certainly that reflects on the character. That is one of the basic 
statutory qualifications of a licensee. 

Mr. Craven. I would like to call attention to the Commission’s final 
reason for having this test, and that is to determine on the basis 
of experience whether, and the extent to which, any aspects of a 
subscription television service would call for the imposition of addi- 
tional controls, whether such controls require the adoption of amend- 
ments to the Communications Act, and, if so, what recommendations 
should be made to Congress. These are the things that we are going 
to try to find out, and come down here to the Congress and make spe- 
cific recommendations on. If there are indications that we need au- 
thority, we shall come down here and ask for it. 

Mr. Dincetu. At the time you set up these tests, it is fair to infer 
that you are going to have more controls over these cost features, so 





th 


th 


ZC 


re 


al 





= 


BS 


or 
is 
it 


ot 
ot 
a 


oO ® 


< 


y_ 
' 


ne! so ® 


SUBSCRIPTION TELEVISION 157 


you can operate somewhat like—some of my colleagues will not care 
for this—like the Federal Power Commission, or the ICC, so that the 
charges give a reasonable return on the capital, sort of a cost plus a 
fair return basis. 

Isn’t that a logical thing to assume, gentlemen ? 

Mr. Barrier. I do not think we want to regulate just for the pur- 
pose of regulating, or just as an excuse. I think the = time that you 
should have regulation is when there has been an abuse indicated. 
This general field of broadcasting operates pretty much as a competi- 
tive system. I do not quite buy the definition of free enterprise, be- 
cause it is a little difficult to get into the business. 

Mr. Dincett. Ina sense it isa monopoly. 

Mr. Barrier. A limited type. But I do not think that anyone on 
the Commission wants to reach out for authority over something that 
it does not need it for at the moment. There can be no indication of 
it until we know how the thing operates. This may sound like I am 
in favor of this test at this time. I do not withdraw anything I said 
in my original statement. But it does seem to me that right at he 
moment it is premature to try to guess. I think that specific answers 
to your questions can better be supplied by the proponents of the sys- 
tems. 

Mr. Dinceti. Those are people who have one interest in life. They 
want to get these systems out and in operation. I would just as soon 
not rely on those people for knowledge. I am coming to the Federal 
Communicaitons Commission who are supposed to administer this 
whole operation in the people’s interest. I am making these questions, 
and, gentlemen, I must say I do not thnk I am getting satisfactory 
answers as to what the tests are going to show, or how much you are 
going to have to find, or how many participants you will have to have 
for the tests from the broadcasting end or the viewing end, so we 
van have an adequate test. I wish somebody would tell me what will 
constitute an adequate test to protect the people of this country, before 
you go ahead and grant the licenses to these people to do this thing on 
a permanent basis. 

Mr. Barttey. I have to agree with you that we do not have informa- 
tion, actually. I thought the proponents should be more specific, and 
that, of course, is the reason that I thought we should hold the hearing. 
Now we have another hearing in process, and we are still without the 
answer because we have not yet asked those people those questions. 

Mr. Forp. I am not sure that anybody will be granted a license. 
The applications have to be filed. We will probably have the same 
questions as you do. I know I have many of the questions in mind. 
When the applications are filed, I want considerably more information 
and knowledge than I have now before I would be willing to vote to 

ut one of these in operation. For instance, on the rates, I do not 

now what rates they will propose. I do not know how many people 
they will expect to have. I do not know what their business judg- 
ments are going to be. I do not know what these applications are 
going to show, if there are any. 

Until those come in, and until I have an opportunity to look at them, 
I have no basis on which to form a judgment as to whether it is a 
reasonable rate, whether it is too much, whether it ought to be granted, 
whether this particular applicant should be given a permit to try it, 
and see what he could do with it. 
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That is the difficulty I have in going on the assumption of is this 
an adequate test ¢ 

Until we get those facts in the applications and perhaps hearings on 
those applic: ations, I do not know how I could answer the question. 

Mr. Dincety. Let me say this: You gentlemen are extremely busy. 
This committee has a great deal of business and we do not have a lot 
of time to sit down and hold hearings on these things. I am not 
trying to put you gentlemen on the spot. I want to know how many 
applicants do you think you will have, or what is the minimum you 
will have, to get me the answers to the questions I have asked this 
morning. 

The Cuarrman. Mr. Dingell, they have tried to answer that. They 

say they do not know, that ‘they do not have that information. 

Tf none of the members of the Commission have the answer, there 
is no way to get it from them. I would like to have the answ ers my- 
self. The members of the Commission said they do not know. I 
think you should move to some other point. 

Mr. Dineen. I will, Mr. Chairman. 

Suppose after 1 year of trial operation the FCC sees that the pay 
television is causing serious injury to the public or to the free tele- 
vision stations, or that they are pulling all of the good programs like 
the world series, I Love Lucy, and perhaps the Ed Sullivan Show, off 
of free television. Could you call a halt to this operation ? 

Mr. Dorrrer. We have the power, of course. I would like to point 
out, Congressman Dingell, that both the opponents and proponents 
indicate that this would be unlikely within the first year. 

Mr. Drncevi. Would that again impair the value of the test, by 
not furnishing you with a piece of information on which you need to 
base your judgments? 

Mr. Dorrrer. I think in this field we have to draw upon the experi- 
ence of other regulator fields. I am not aware of any regulatory 
statute, whether it is over gas companies, telephone companies, or 
power companies, which has any more specific or definite language 
than that the rates charged for the service shall not be unreasonably 
discriminatory, and that the rate of return shall be fair and reason- 
able. Iam presenting an analogy. 

I do not think we could set down specifically a standard which 
would give any indication of what would be a fair test or a reasonable 
test before the fact. 

Mr. Dineen. May I read the question again and ask you if — 
I am going to say is not a fair answer to it. Suppose that after 
year of trial operation the FCC sees that pay television is causing 
serious injury to the public or other branches of the industry, that 
they are siphoning off the prime programs, or that they are then 
larding this operation up with these commercials. Could the Com- 
mission call a halt to these operations ? 

Wouldn’t this be a fair answer: If the Commission could not call 
an immediate halt to the operations, under the report that you have 
here, and under the section 312 of the Communications Act, yon would 
have to give a hearing to the people before you could shut them off 
the air, even though this is a test, and even though it might be causing 
serious injury and detriment both to the public interest and other 
segments of the broadcasting industry. 

Isthat not a fair answer to that ? 
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Mr. Dorrrer. We are aware of the requirements of the Administra- 
tive Procedure Act. 

Mr. Dinceit. And you would have to give such a hearing, which 
could drag on for a considerable time, during which time the public 
interest would not be served. And during this long time that it took 
to get a hearing, and it would take a substantial period of time, the 
stations could continue to engage in these pay operations at all times 
to the detriment of the people and the public interest. Would that 
not be a fair answer ¢ 

Mr. Forp. May I contribute a little something? It would seem 
to me to depend a great deal on what the injury was. For instance, 
you take a broad sweep. It may be only one little point that 1s caus- 
ing all of the damage. The Commission might very well adopt a 
rule that would correct that immediately and take care of it. “A great 
deal would depend on what the factual situation was that developed, 
as far as I would be concerned. 

Mr. Dinceti. Would it be fair to say, though, that there is a very 
grave danger of this thing happening ‘during this test / 

Mr. Dorrrer. Of what hi appening ¢ 

Mr. Dincevyt, Let’s say assuming that something was happening 
which was very dangerous to the public interest. 

Is it not possible that there could be a great delay in correcting 
that particular evil due to the fact that the applicants for these test 
licenses would have opportunities to delay the correction of it through 
a prolonged hearing and through the time it took to. get a hearing 
before the Commission, and then through judicial review / 

Mr. Dorrrer. If the situation developed as serious as you described, 
I think that the Commission has the machinery to act very quickly. 
If you are taking the clear channel case that lasted 10 years asa stand- 
ard, or some other hearing that has gone over a period of time, in 
the normal routine of the Commission’s business, then I think in the 
situation that you described, which would be a very serious situa- 
tion, the Commission could devote its attention to it and take very 
prompt action. 

Mr. Dincevyi. Let me just ask one more question. I want to return 
to the question I asked the Chairman a little bit earlier. I think 
you have had a chance to think about this, Mr. Chairman, a little bit 
since then. What safeguards is the Commission establishing for this 
test to guarantee that these people, the applicants, will not invest so 
much money in this program that they will have a vested interest, 
and will come back to you and back to the Congress and the people and 
say, “We have X millions, or so much invested in this, that now we 
have a right to continue and we have bought, by this investment a 
piece of what is properly the public domain ?” 

Mr. Dorrrer. In answer to your question, Congressman Dingell, I 
can’t add any more than what I have tried to indicate before. We 
have tried, throughout the order, to indicate that the full risk will 
be upon the entrepreneur, or almost the full risk—99 percent. 

He sexhenony is forewarned that he can acquire no vested interest 
in this. I indicated yesterday that even though it may be successful 
from his point of view, if tendencies develop which indicate it is 
contrary to the public interest, it could very well be that he loses his 
investment. 
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Mr. Drncetx. Can you point to any specific safeguards in the rules 
and regulations of the Commission and in the order setting this thing 
up, which are going to act as safeguards ? 

Mr. Dorrrer. We ell, we can’t take any responsibility for protecting 
him. Iam talking about the entrepreneur. 

Mr. Drncetu. I am asking for the specific regulations that are going 
to protect the people. W hat specific regulations included in the order 
or the rules of the Commission are going to protect the people of this 
country from having this thing happen ? 

Mr. Dorrrer. Well, you have the 3- year limitation. You have the 
caveat that when these tendencies or evils manifest themselves, the 
Commission intends and proposes to move in. Of course, we propose 
to abide by the Administrative Procedure Act. 

Mr. Drncetxi. Would I be fair in saying that this is going to be 
a 3-year test with no extensions or no prolonging by extra grants 
from the Commission ? 

Mr. Dorrrer. Well, unless the Commission or unless Congress is 
convinced that an extension is more desirable I assume that that is it. 

Mr. Dincetx. Would I be fair in saying that there is a definite 
possibility on the basis of what you just said that this test may pro- 
Jong its almost ad infinitum through requests for extensions from the 
recipients of grants? 

Mr. Dorrrer. I think, Congressman, that it will either become per- 
manent or it will be dead for all time. 

Mr. Dinceu. At the end of 3 year 

Mr. Dorrrer. Well, either that or a2 even before. 

Mr. Dincetzt. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Younger ? 

Mr. Younger. Mr. Chairman, I do not care to take up too much 
time. I think too much time has been taken already in covering and 
recovering legal questions. 

Mr. Chairman, is there any doubt in your mind whatsoever but 
what this question will go to the courts for jurisdiction before any 
licenses, temporary or otherwise, are issued ? 

Mr. Dorrrer. I think it will. 

Mr. Youncer. There is no doubt in your mind but what there will 
be a court test as to your authority ? 

Mr. Dorrrer. Almost everything we do goes to the court. I did 
not mean to be facetious. I mean where there is a good deal of interest 
and controversy, it does go to the courts. 

Mr. Youncer. Certainly. And it has no bearing on the case here 
as to what this committee thinks because this committee thought that 
the Neutral Gas Act, did not give to the Federal Power Commission 
the right to set rates for gas at the wellhead, but the courts said it 
did. Iam perfectly willing as a member of the committee to pass over 
all of that and leave it to the courts. There is one question that has 
not been covered, and there is some doubt in my mind. 

In the explanation to you of the subscription television, where they 
put a decoder on the set, does that decoder prevent that set from being 
tuned in to any other station, or is it a captive set ? 

Mr. Dorrrer. No. All the other channels, other than the one that 
the decoder operates, would be unaffected. We require that there be 
no interference before we will authorize it. 
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Mr. Youncer. So the owner of the set has the free choice, even if 
he puts a decoder on, to go to any station or any channel that he 
wants to? 

Mr. Dorrrer. Yes. 

Mr. Youncer. Would it be possible for the Commission to say that 
in the subscription television, it would be limited to the spectrum of 
the DHF ? 

Mr. Dorrrer. It would be possible, but we didn’t. 

Mr. Youncer. And you could separate those 2, the VHF and the 
UHF, so that 1 could be for free television and the other for pay 
television ? 

Mr. Doerrer. Yes, indeed. As indicated by Commissioner Lee, 
that was one of his hopes, that a test would show that a UHF opera- 
tion would be successful. I indicated that it may light up a lot of 
dark channels. In addition to UHF, we have some VHF channels 
that are still dark because they do not happen to be in a territory 
which anybody has considered to be economically sufficient to sup- 
port it. 

The last count I had was something like 108, and there are always 
possibilities of drop-ins. 

Mr. Youncer. Thank you. There is one question I would like to 
ask which is a little off the line of the hearing, but it pertains to com- 
missioned hearings on the Barrow report, which you have mentioned 
in these hearings, and the briefs were to be in by January 31, I think. 

Mr. Dorrrer. No, I think we have asked that notices of appearance 
be filed by January 31, and that the hearing would begin March 3, 
1958. 

Mr. Youncer. Yes, but I understood they were to file their briefs 
by January 31, is that true? 

Mr. Bartitry. Which proceeding are you talking about, sir? 

Mr. Youncer. The Barrow report. 

Mr. Dorrrer. I don’t think we provided for any briefs. I am not 
aware of that. 

Mr. Youncer. I understood the briefs were to be called for by 
January 31, and if that time limit was too onerous you would be 
willing to grant to the networks a reasonable time. 

Mr. Dorrrer. No, just the notice of appearance. We would like 
to have by January 31 the number of people who are interested in 
participating in the hearing. Our procedure has been then for the 
staff to sit down and to try to work out something so that there jis no 
repetition, and if they can agree on a spokesman, various groups on 
their respective spokesmen, for any of the usual mechanical hearing 
aids. I should not use that expression. I am talking about the 
mechanics of conducting the hearing, which will help expedite it but 
which will not foreclose a thorough evidentiary discussion. 

Mr. Youncer. Thank you, Mr. Chairman. 

Mr. Barrtey. So that it is real clear, the notice that comes in is 
supposed to indicate briefly what the subject matter is that they want 
to testify about. 

Mr. Youncer. But not a complete brief? 

Mr. Bartiey. No, sir. 

Mr. Youncer. Thank you. 

The Cuarrman. Mr. Rhodes? 
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Mr. Ruopes. Mr. Doerfer, are there many communities in the 
United States, with a population of 100,000 or 150,000, or more, that 
do not have local TV stations ? 

Mr. Dorrer. I am advised that there would not be many with a 
population of 100,000 that would not have a local station. 

Mr. Ruopes. There is none in my district. That is why I asked 
the question. There were two UHF stations, but both of them 
closed up. 

Mr. Dorrrer. What city is that 

Mr. Ruopes. Reading, Pa. 

Mr. Dorrrer. Yes. 

Mr. Ruopes. Would it be in the public interest if there were more 
local and independent stations ? 

Mr. Dorrrer. That is a consummation devoutly to be desired by 
almost anybody connected with the broadcasting industry, excepting. 
of course, some few who kick up their heels at the entrance of compe- 
tition. But by and large that is an objective, certainly, that this 
Commission would be very happy to attain and attain quickly. 

Mr. Ruopes. Do you see the possibility that pay TV would create 
opportunities for stations to operate in areas that do not now have 
stations ¢ 

Mr. Dorrrer. Well, it has been asserted that a station may be im- 
plemented, with the probability of its operating, if it had subscrip- 
tion TV because the advertising support is not sufficient to permit t 
to be free, to warrant successful operation. We do not know. Ce1 
tainly, if subscription TV could lighten some of these dark cnnnitele 
it may ultimately grow into being a ‘free system. 

Mr. Ruopes. Thank you, Mr. Chairman. 

The Cuamman. Mr. Avery? 

Mr. Avery. No questions, Mr. Chairman. 

The CHamman. Mr. Moss? 

Mr. Moss. ‘T have just a few questions, Mr. Chairman. I am inter- 
ested in the statement made in response to a question by Mr. Dingell 
that in the initial application, a schedule of rates would be filed, and 
I assume considered by the Commission at that time as to whether 
or not they were just and reasonable rates. Am I correct in that 
assumption / 

Mr. Forp. I am advised now that the order itself does not require 
that. As I explained in the initial part of this, I did not participate 
in this, because it was adopted within 2 days after I joined the 
Commission. The order itself provides, on page 26, paragraph 89, 
subsection (b) (1): Methods for dissemination. Any decoding item 
needed by subscribers and for billing and collecting charges, in- 
cluding installation charges, monthly charges, charges for program, 
or any ‘other charges pay able by subscribers. 

That is the information that should be submitted. 

Mr. Dorrrer. (4) also. 

Mr. Forp. Subparagraph (4) provides also: Available informa- 
tion concerning the contemplated range of minimum and maximum 
charges to subscribers for the various types of subscription television 
programs it is proposed to offer to the public. 

Mr. Moss. This is the initial application for the test license ? 

Mr. Forp. Yes, sir. 
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Mr. Moss. Suppose that in the course of the test, a station wishes 
to revise its rates. Would it be within its rights in revising, or has 
the Commission the power to hold it to the original maximum-mini- 
mum limitations contained in the initial application 

Mr. Forp. As I am advised, this particular provision does not 
require them to specify particular amounts. I am also told that 
telemeters, their little coin box, will only take a maximum of $2. 
This is a subject that I probably should not comment upon any fur- 
ther. 

Mr. Moss. If you file a schedule of maximum and minimum 
charges to. subscribers for the various types of subscription television 
programs it is proposed to offer to the public, can the Commission 
hold the applicant to the original schedule, or is the applicant within 
his right to amend that is experience indicates it may be necessary 4 

Mr. Forp. It would be my judgment that if they make a represen- 
tation to the Commission that the minimum will be 25 cents and the 
maximum $2, and they desire to charge more than that, then under 
the provisions in paragraph 89 they would have to file an amendment. 

Mr. Moss. Does the Commission have any authority, in acting 
upon the initial application, to determine whether those constitute 
reasonable rates and will the Commission be concerned with the rea- 
sonableness of those rates ? 

Mr. Forp. My own reaction would be that it would not be a ques- 
tion of determining whether the rates were reasonable or not, but it 
would be whether or not a grant of the application in toto would be 
in the public interest. That would be one factor, probably, that 
would go into that judgment. 

Mr. Moss. You say probably to go into that judgment. 

Mr. Forv. It would go into that judgment. 

Mr. Moss. Would it be actually considered in that judgment é 

Mr. Forp. I would think so. 

Mr. Moss. Has the Commission determined any criteria for the 
evaluation of rates, as to whether they would constitute a proper 
charge ¢ 

Mr. Forp. In this area, | would prefer to defer to some of the mem- 
bers of the Commission that know more about this particular subject 
than I do. 

I was speaking generally from my own personal reactions, from the 
limited amount of information I have been able to obtain on this. 

Mr. Mack. Congressman, this document that we put out has as its 
main purpose to get applications from licensees, not proponents. 
They cannot apply to do this. It takes a licensee to do this. 

Mr. Moss. I recognize that. 

Mr. Mack. One of the reasons that I voted for this document is 
that the information that was before the Commission was mainly 
from the gadget. manufacturers, as I call them, and very little from 
the licensee, the man that would have a television station. 

This order requires an application from a licensee, not from the pro- 
ponents of the different types or methods of performing this service. 
One of the things that we are going to look at very closely is how 
this licensee proposes to perform this service. The main thing that 
we had in mind in this application was not to mislead the licensee. 
If we authorized this, it was not to be anything more than a trial. 
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We also tried to cover every question that we could think of that 
we would like to have him tell us regarding how he intended to per- 
form this service. That is the best way I can put it to you. 

Mr. Moss. But you have not any predetermined criteria which 
would apply in determining whether or not the rates were reasonable? 

Mr. Mack. No. As the chairman mentioned this morning, it could 
be very well possible that we will not grant a single one of these ap- 
plications. 

Mr. Moss. I am not concerned with that at the moment. I am more 
interested now in rates. Let’s go to another possibility, which may 
be very remote but is one which I think we should consider. It has 
been said that a newspaper, where the subscriber pays for the service, 
is more widely read than the throwaway that arrives on your front 
steps. Suppose that in the course of the experiment, the operator of 
one of these stations should try, as an inducement to gain new sub- 
scribers, a free service for, we will say, 30 or 60 days as a trial period. 
Would he be within his rights, or would the Commission have clear 
authority to then pull him in and withdraw his license? 

Mr. Mack. If he renders a free service, certainly we would let him. 

Mr. Moss. You would let him? 

Mr. Mack. I would think so. He would not be any different from 
any other station on the air then. 

Mr. Moss. But you granted this particular channel for a specific 
purpose of testing pay television. 

Mr. Mack. We also have a requirement in here that he has to put 
out the normal, minimum number hours of free service. 

Mr. Moss. Twenty-eight hours, is it ? 

Mr. Mack. I have forgotten the exact number. I think it is 28 
hours a week. 

Mr. Moss. He could, then, about the second or third year, after es- 
tablishing a fairly large list of subscribers, perhaps go out and try to 
take some local adv ertisers by making the program free to a known 

licensing group in order to induce the subscriber, perhaps, at a little 
higher rate than the competing stations, to use his advertising fa- 
cilities or apportunities. 

Mr. Mack. If I understood your question, you said if he went to 
free programing. 

Mr. Moss. I am still saying that. Not entirely free, but, we will 

say, selectively, as it might suit his ompetitive advantage. 

Mr. Mack. Under the ground rules we have set down, he is going 
to have to put out at least 28 hours of free time, and he could ad- 
vertise on that time. 

Mr. Moss. But as an advertising gimmick, he could make programs, 
maybe very desirable programs, available in order to induce his ad- 
vertisers to give him a little higher rate, because he has a nice, clearly 
established list of subscribers, very select subscribers, and perhaps a 
more active market for the product. 

That is a possibility ? 

Mr. Mack. I would think so. I have not talked too much because 
we have taken up a lot of time, but one of the problems I have had is 
that if a man had a 1-hour, no-advertisement program that was being 
paid for, he could have commercials just before it and right after it. 

Mr. Moss. Of course, one of the great inducements that has intri- 
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gued me from time to time in the possibility of a no-commercial pro- 
ram is not assured by this test at all. 

Mr. Mack. To the best of my knowledge, none of the proposals that 
are in our present record 

Mr. Moss. You only have one. 

Mr. Mack. I am talking about the record that we have on this up 
until now. 

I may be wrong, but the impression I have is that one of their sell- 
ing points, one of the reasons that they thought this would be attrac- 
tive to the public, was that it would be without commercials. 

Mr. Moss. Did any of them, we will say, flatly assert that it would 
be of a noncommercial type, that they would not attempt that? 

Mr. Dorrrer. They really did not commit themselves on that. I 
wanted to be sure that you do not have a misimpression of how this 
decoder works. 

Mr. Moss. I have no misimpression of that at all, Mr. Commis- 
sioner. I am quite familiar with the details of it. 

Mr. Dorrrer. I thought from your questioning that you felt that 
once a decoder was installed on a channel, the subscriber could not 
get free service over that channel. He can. 

Mr. Moss. He can. Certainly. I recognize that. Even though 
he would not insert the card or whatever to effectuate it, he could still, 
through agreement with the broadcaster, get free service on that par- 
ticular channel. 

Mr. Dorrrer. No agreement is necessary. He could get it just as 
free as he does today. 

Mr. Moss. On all the other channels, except the one on which the 
decoder works. 

Mr. Dorrrer. No. That is what I was fearful of. Let us take 
for illustration one channel here in Washington. No, I better not 
take one here in Washington. Let us take one in city X. We will 
say that channel 1 is operating in city X free. 

Mr. Moss. Mr. Chairman, I assure you I understand what you are 
saying. You are saying to me that he can tune in on a subscription 
station at no charge to himself. There may be various methods of 
the station determining the time he has used, for purposes of billing, 
or charging him for its service, but he is not necessarily bound to put 
a coin in the slot in order to get a program on that station. 

Mr. Doerrer. Just so that we are absolutely sure about it, channel 
1 may program a scrambled signal, and then he must activate the 
decoder. But channel 1 can program just as though there were no 
decoder present at all, and the person could get that signal. 

Mr. Moss. I realize that. I was more interested in the question of 
how charges, rates can be set, whether they can vary them to gain 
some competitive advantage after having garnered a nice list of 
paid subscribers to their service, as a gimmick for selling advertisers. 

Mr. Craven. I would like to amplify some of the statements made 
in response to your question from my own standpoint. I look for- 
ward this experimental operation as one which would be developed 
with practices which are in the public interest and practices which 
are contrary to the public interest. Also, where there is doubt as 
to our power, with respect to controlling those practices which are 
not in the public interest in our opinion, I expect to come down here 
and ask the Congress for such power. 
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Mr. Lar. Mr. Moss, may I say something on this matter of advertis- 
ing? I think I see your concern and share it. 

It is my recollection that the proponents of subse ription TV advo- 
cate no advertising. It is true that our order at this time does not 
specifically prohibit it. However, in the applications that are filed 
as part of the proposal that they will lay before us, this information 
must be given, and, further, as far as I am concerned, if they propose 
advertising during the test. 

Mr. Moss. That ison the initial application / 

Mr. Ler. Yes, sir. 

Mr. Moss. My question goes beyond the initial application. It is 
to the change of policy which might occur after a year or 2 years. 

Mr. Ler. Three years hence, you i speak of. 

Mr. Moss. Do not take the 3 years, because that becomes the point 
of determination for the Commission as to whether it is to continue 
pay TV or whether it is to call a halt to it. Let us take 2 years after 
the application or license has been granted. Could they then change 
their policies and would you have the power to order them to stop 
broadcasting ? 

Mr. Lee. "They could change their policies, and L believe we would 
have the power to prohibit that, if we saw that it was necessar y. Ido 
not think it would be fair to make a commitment as to what you would 
do after the experience of the test with respect to advertising. 

There have been advocates who have indicated that the cost could 
be shared. Maybe there would be a box top from a product. That 
may have merit at that time, but at this time I would say no. 

Mr: Moss. They could do it at this time within the 3-year test period. 
The important question goes to the powers of the Commission to con- 
tro] those particular practices as they evolve. 

Mr. Ler. If they file an application for the test and indicate that 
they propose to use advertising during the course of that test, this is 
a question for the Commission at that time to decide. 

Mr. Moss. Let us assume they do not say in their initial application 
that. they are going to use advertising. Could they then go on and 
use advertising ? 

Mr. Ler. If it is silent in that original application, I am sure the 
Commission will say “This application is deficient. What are you 
gong to do about advertising?” We will want that information. 

Mr. Moss. Suppose they will say they will continue to advertise ? 

Mr. Lee. Then this is a question. I think I will vote no. 

Mr. Moss. You are talking, again, about the action on the original 
application. I am concerned about after they safely have this in their 
pocket and are in business. 

Mr. Ler. If they say on their application no advertising, and we 
approve it, and they are in business, and they begin to advertise, this. 
again, is a question of misrepresentation. We are perfec tly free and 
have the power to act, and I would hope we would very quickly. 

Mr. Moss. Let us assume they are silent. on the question of adver- 
tising on their original application. 

Mr. Lee. This is not a complete application in that event. 

Mr. Moss. Have you required them to file their advertising rates ? 

Mr. Ler. Their advertising rates? Ttem 7 on page 28 of our report 
requires a “Statement of intention with respect to the transmission 
of commercial announcements during subscription television pro- 
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grams. (The Commission understands from proposals before it im 
this proceeding that the proponents do not contemplate the inclusion 
of commercial announcements in subscription television programs. )” 

We certainly would have a deficient application if that information 
was not there, 

Mr. Moss. Suppose we take one of those who frankly admits that 
if it appears attractive they may experimentally try some of these 
oa ial announcements. 

Mr. Ler. If they told us in their application they were not going to, 
and we relied on that in approving it, and then they did, the Com- 
mission would have authority to go ahead. 

Mr. Moss. In my hypothetical case, they say, “Yes, we propose, if 
it appears feasible, to use some commercial announcements.” 

Mr. Ler. I can speak only as one Commissioner. I would not ap- 
prove of such an application at this time. 

Mr. Moss. I am not going to ask to poll the Commission. That is 
all of the questioning I have at the moment, Mr. Chairman. 

The Cuatrman. Mr. Moss, will you have other questions? 

Mr. Moss. No, Mr. Chairman. 

The Crarrman. I think probably we better recess at this point. 
Members of the Commission have appointments during the noon hour. 
When we return, Mr. Alger will be recognized. The Commission 
may be excused at this time. 

Before we recess, we have today with us Mr. Harold M. Ryan, who 
isa State senator from the first district of Detroit, Mich. Apparently 
Mr. Ryan and I had some misunderstanding about the time. He 

came today, this Thursday, when I suggested that he come, I thought, 
next Thursday. But he is here today. He has asked for this com- 
mittee to allow him to appear and present his statement for the record. 

Before we adjuorn, Mr. Ryan, we will be glad to have your brief 
statement, and we will insert your entire statement in the record. 

I might say that Senator Ryan came to Washington last week. | 
had the privilege of meeting him and those who were with him at that 
time. I was presented with petitions containing the names of some 
20,000 individuals, petitions to be presented for the files, and to be 
available for any person who might desire to look at them. 

[think Mr. Dingell, coming from Michigan, expressed some interest 
in Mr. Ryan having a minute or two, and then asking that the state- 
ment be put into the record. 

Mr. Dingell, I will recognize you. 

Mr. Dincent. Thank you, Mr. Chairman. I want to first thank 
the chairman for one of his many gracious acts to me as a member 
of the committee, and also to thank Chairman Harris for the special 
privilege extended to a distinguished State senator of the State of 
Michigan. With that, I wish to wish Senator Ryan well. I know 
he will be both brief and accurate. 

The CHatrMan. Senator, we are glad to have you here. I am sorry 
that there is not sufficient time to present the statement you advised 
me last week you wished to present. 

We have 2 or 3 other witnesses to follow the Commission, and be- 
fore we get to the individuals we have others nvonKed also. But in 
view of the fact that vou did come all the way here, we are, of course, 
glad to accord you the opportunity of presenting your statement. I 
mieht say that your entire statement will be ine luded in the record fol- 
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lowing the presentation of those representing the networks next week; 
that is, the witnesses who have requested to appear. If you care to, 


you may make a brief statement and then file your statement for 
the record. 


STATEMENT OF HAROLD M. RYAN, STATE SENATOR, FIRST 
DISTRICT, DETROIT, MICH. 


Mr. Ryan. Mr. Chairman, and members of the committee, I want 
to thank you for this opportunity to appear in this short time. I do 

want to say that I am probably one of the few who are closest to the 
public in this matter, as I have been interested in this matter for the 
last 6 years. For the last several years I have been undertaking a 
campaign, working close to the people, and finding the reaction of 
the people to pay television. If you hear what I heard from the 
people about pay television, it would certainly be turned down fast. 

I would like, if I may, Mr. Chairman, to re: ad this. It will not take 
more than 2 minutes. 

The Cuatrman. Very well, but I do not think you can read a 4-page 
statement in 2 minutes. 

Mr. Ryan. I do hope each member of the committee will read the 
statement. I have interviewed thousands upon thousands of people in 
various cities, especially Detroit and the vicinity around Detroit, and 
also Pittsburgh, a., Toledo, B: altimore, and so forth. 

I find the American public is overwhelmingly against pay televi- 
sion. The various reasons are inserted in my statement. I am sure 
that if the American people knew more : about the impact of pay tele- 
vision upon them and their homes, that you gentlemen of the Congress 
would receive the largest avalanche of mail you have ever rec eived, 
The American public is somewhat confused. They are caught in the 
center on this particular matter. They should know about it, be more 
informed about it, and the fact that it will cause them to spend money 
to use their own television in their own homes. None of them, fr: ankly, 
when they bought their television sets, expected to pay to watch tele- 
vision programs coming over the present channels in their own homes. 

They are very indignant about it. 

They have become very irritated about it. They are quite aroused 
about it. 

I ask your indulgence to read this statement after it is printed in 
the record. Thank you very kindly, Mr. Chairman and members of 
the committee. 

(The statement referred to follows :) 


STATEMENT OF Harotp M. RYAN, STATE SENATOR, First District, DeTRoIT, MIcH., 
IN OPPOSITION TO PAy TELEVISION 


My name is Harold M. Ryan. I am State senator from the first district, 
Detroit, Mich. I want to thank you for your graciousness in inviting me to 
appear before your committee. 

My appearance before you is not as a legislator, but to tell you something about 
what I have learned about pay television as an interested citizen and as a viewer 
with a family of five. I first became interested in pay television about 6 years 
ago and I have followed developments closely ever since then. I have personally 
talked to tens of thousands of citizens about it in my own and other communities. 

For the past 16 weeks I have been conducting a kind of curbstone campaign. 
With the help of a few friends I have taken a trailer with sound equipment to 
street corners in Detroit and nearby communities—Dearborn, Hamtramck, Allen 
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Park, Lincoln Park, and also in other States—Toledo and Youngstown, Ohio, 
Pittsburgh, Altoona, Harrisburg, Baltimore. At these street corner meetings we 
explained to passersby, just how pay TV would work. I have been constantly 
amazed at how poorly informed the general public is on this issue. When it is 
explained, their reaction is something to behold. I am convinced that if people 
generally understood what is being proposed in Washington, you gentlemen 
would be swamped with protests as angry as any you have ever heard on a public 
issue. 

The following are a few examples of the comments that we received: 

“T’ll throw my set out the window before I pay.” 

“Another way to extract money from the poor man.” 

“What? When is this going to start? No. Gee, how come we haven’t been 
told about this before? Iam against it.” 

“T can’t meet my present bills now. How can I pay for television programs.” 

Many of those interviewed confused intrastate television, such as the Oklahoma 
plan with pay television, such as has been suggested by the FCC. 

It would appear that an educational program should be brought to the American 
public through the press, radio, and television to acquaint the audience with the 
fact of pay television and its consequences and that sufficient time should be 
given to the American public to form an opinion on the subject and to express 
their opinions to their representatives before any action is taken to allow any 
form of pay TV. 

Whn we examined our latest united States census report we found the income 
of the American families as follows: 42 percent of the American families have 
an income of $4,000 or under; 20 percent of the American families have an 
income of less than $2,000; it is understandable why the majority of the American 
public are disturbed by the prospect of pay television. The philosophy of the 
greatest good for the greatest number has been the underlying reason for the 
success of our great democracy. 

This is our measure of what constitutes the public welfare. From the im- 
pressions obtained in my campaign I consider myself qualified to speak as a 
representative of the public on the matter of pay television and have come here 
to Washington to inform you of my impressions as to the temper of the American 
people and to definitely affirm to this committee that in my humble opinion, 
pay-television broadcasting over present free channels is definitely against the 
desire of the American public. 

It is my opinion based upon my impressions and observations that the over- 
whelming majority of families owning television sets—and that is almost every- 
one—are definitely against any change in the system of broadcasting television 
programs which will permit or compel the paying of a fee for television programs 
over the present channels; and the reasons can be put into three different 
categories : 

1. That presently and since the inception of broadcasting, no fee has been 
charged. 

2. That there was by implication a promise to the public that television would 
be free of charge. Now the sellers of television programs should not be permitted 
to breach this agreement. In other words, when people bought their TV sets, they 
did not buy with the expectation that they would have to pay to use their sets in 
their own homes. 

3. Television programs are both of an entertaining and educational value 
and many families would have to abandon television entertainment and educa- 
tional opportunity because they could not afford to pay to view television pro- 
grams and in consequence they demand we keep our air waves free. 

I bring to you these impressions directly from the people of the State of 
Michigan and of other States with whom I have been in constant contact on the 
subject of pay television. 

Gentlemen, please take the appropriate action so that pay TV does not come 
into existence. Do not let television be changed to a utility for which the 
American people will have to pay over and over again. 


The CuatrMAn. Senator, let me thank you for your statement, and 
the brief explanation of it, and the activity which you have engaged 
in over the years regarding this problem. ‘( ‘ertainly it shows the tre- 
mendous interest that you have in it. We appreciate your coming 
here and presenting this statement, which will be thoroughly scruti- 
nized and read by the members of this ¢ ommittee, with the thanks and 
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appreciation for the work that you have put in on this tremendous 
problem. 

Mr. O’Brien. May I ask one question, Mr, Chairman ‘ 

The CHamman. Yes. 

Mr. O’Brien. Do I understand, Senator, that you polled approxi- 
mately 20,000 people on this question ? 

Mr. Ryan. More than that, sir. 

Mr. O’Brien. What was the percentage of their attitude / 

Mr. Ryan. It is well over 90 percent of the people who are defi- 
nitely against pay television. 

Mr. O’Brien. Thank you. 

The CHarrman. The petitions which I kept, which you gave me last 
week, will not be included in this printed record, but will be received 
for the files of the committee. 

Mr. O’Brien. Thank you. 

The Cuarrman. Mr. Hale? 

Mr. Harr. When you say that these people are against pay televi- 
sion, do you mean that they are against any experiment. at all, or that 
they are against having pay television superside so-c alled free 
television. 

Mr. Ryan. The people are accustomed to free television, and they 
do not like the idea that the cost of the programs will be shifted from 
the advertisers to themselves; that the television industry is now to be 
made, possibly, a utility; and that they would have to put coins in a 
box in their own homes to watch various programs. Most of them 
expect that the programs will not be much better than what they re- 
ceive now free. They do not like the idea of paying for programs, 
that is, for sports programs, movies, and the other programs. 

Mr. O’Brien. Do you mean they would object to what you might 
call a trial run, do you think / 

Mr. Ryan. Sir, most of the people that I have contacted say tnat if 
this goes into effect, they will throw their television sets out, they 
will keep them off, they will not turn them on. It is most amazing, the 
statements I have heard from these people, and that is over a long pe: 
riod of time. 

The CuHairman. Mr. Flynt / 

Mr. Fiynvr. Senator Ryan, do you know of any proposals for pay 
television to replace free television. 

Mr. Ryan. I have read all of these proposals, sir. 

Mr. Fiynt. My question is: Do you know of any proposal that pay 
television will take the place of free televisicn / 

Mr. Ryan. I don’t know of any specific proposal. 

The Cuarrman. Thank you very much, Senator. We are very glad 
to have had your appearance here. 

Mr. Ryan. Thank you, Mr. Chairman and members of the com- 
mittee. 

The Cuarrman. The committee will recess until 2 o'clock. 

(Whereupon, at 12: 15, a recess was taken until 2 p. m. of the same 
day.) 
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AFTERNOON SESSION 


The CuHairMAn. The committee will come to order. 


STATEMENT OF JOHN C. DOERFER, CHAIRMAN, FEDERAL COM- 
MUNICATIONS COMMISSION, ACCOMPANIED BY COMMISSIONERS 
ROSEN H. HYDE, ROBERT T. BARTLEY, ROBERT E. LEE, RICHARD 
E. MACK, T. A. M. CRAVEN, AND FREDERICK W. FORD; WARREN E. 
BAKER, GENERAL COUNSEL; LOUIS C. STEPHENS, BROADCAST 
BUREAU—Resumed 


The CHairman. When we recessed at the noon hour, we had reached 
Mr. Alger for c'iestioning. 

Mr. Alger, you are recognized. 

Mr. Auger. Thank you, Mr. Chairman. I am very appreciative 
that we have come down to the tail end here, and I am glad to have 
a chance to question these gentlemen. I do respectfully request that at 
the proper time, Mr. Chairman, we might think about some sensible 
time limit on the first go round so we may more equitably dis- 
tribute the time. Anyway, I am appreciative of having the oppor- 
tunity to meet and chat with these gentlemen. 

The CuairMan. In view of the statement made by my colleague, I 
am sure that there will be no objection if I announce that on the first 
round of questioning of witnesses, we will limit the first round of ques- 
tioning to 5 minutes, as nearly compatible with the replies that are 
given. In that way, those who have 2 or 3 questions can get them 
in, and those who have more extensive questioning can get it in later. 
Unless there is someone who objects to that procedure, that will be the 
procedure after we conclude with this panel. 

You may prooceed, Mr. Alger. 

Mr. Aveer. Thank you, Mr. Chairman. 

Asa matter of fact, by first question, Mr. Chairman, and I am going 
to deal with areas we have not been into, as much as I can, is prompted 
by Chairman Harris’ statement of the other day, with which I am 
sure you are acquainted. 

I want to say at the outset, gentlemen, that I have read all of the 
material you have submitted, several times. I am impressed with it. 
I feel that if some of my colleagues had had the opportunity to read 
this, it would have answered some of the questions. I am sure that 
there are other questions yet to be answered. 

I found the docket 11279, this first report, very interesting. The 
first question I want to ask relates to a discrepancy I find in Chairman 
Harris’ statement relative to the exchange of correspondence between 
himself and the Commission. I notice that on May 23 there was a 
notice put out by the Commission stating that the Commission had 
statutory authority, but that your “memorandum of law” so stating 
came out on July 3, or 6 weeks, approximately, thereafter. In the 
meantime, you had not to my knowledge, unless I am mistaken, 
answered the chairman's letter as to whether the Commission had 
such statutory authority. 

Maybe I am missing something in this. I just wanted to ask you 
whether that is correct, or if you had any observations on it. 
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Mr. Dorrrer. The chronology, Congressman Alger, is something 
like this. 

Mr. Arcer. I am referring to the bottom of page 4 of Chairman 
Harris’ statement, and pages 5 and 6. 

Mr. Dorrrer. The statement on the bottom of page 4 is as follows: 
On May 23, 1957, the Commission issued a notice of further proceed- 
ing. In this notice the Commission stated, without giving any basis 
for its conclusion, that it had the statutory authority to authorize 
the use of television broadcast frequencies for subscription television 
operation. 

Is that what you have in mind? 

Mr. Acer. Yes. Then the rest of it, your memorandum of law 
‘ame out on July 3; is that no correct ? 

Mr. Dorrrer. Yes. The memorandum wassent on July 3. 

Mr. Arcer. In the meantime, though, the chairman has directed 
a letter to you, in effect questioning the statutory authority, and you 
had not answered it, although you made this statement of May 23. 
You did not back this up with your own legal interpretation until 
July 3. 

Mr. Dorrrer. Yes. May I explain what happened? As a result 
of proposed rulemaking, the Commission asked the General Counsel, 
or the Broadcast Bureau, for a legal opinion. I am not aware at this 
moment of the precise date that that request was made, but it was 
submitted to us under date of February 20, 1957. It was considered 
at various times, to wit, March 18, 1957; April 2, 1957; and March 
26, 1957. 

We had also the benefit of a discussion by the staff, and an abstract 
of the pleadings and comments. We spent a good deal of time dis- 
cussing the legal aspects. The first matter that had to be determined 

yas Whether or not the Commission was in agreement with respect 
tojurisdiction. Did it or did it not have jurisdiction ? 

The Commission discussed it and came to the conclusion that it 
had jurisdiction, but it did not have enough information with respect 
to some of the other problems which beset the Commission at that 
time. So it proposed to issue further proposed rulemaking proceed- 
ings. In the further proposed rulemaking, it did not want the indus- 
try, or their respective lawyers, to discuss any further the jurisdic- 
tional matter. Wehad considered it. We thought we had everything 
that could be said upon it. We had come to that conclusion, and 
we wanted to let the industry know that the Commission had come 
to the conclusion that it had jurisdiction, and now it wanted, in the 
further rulemaking comments, a dissertation, or evidence, or any 
informational matter with respect to some of the other problems. 
We were aware, of course, that had we issued an order, we would 
certainly be required, under the provisions of the Administrative Pro- 
cedure Act, to set forth the reasons why we came to the conclusion, 
the legal conclusion, that we had jurisdiction. 

But we did not issue an order on May 23, 1957. It was merely 
a notice of further proceeding. Chairman Harris then addressed a 
communication to us on June 6, 1957. 

Chairman Harris inquired of the Commission. 

Mr. Acer. It was April 19 that he sent you the letter. Chairman 
Doerfer, apparently you do not have the dates in mind. I have tried 
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to ask you a question right on the nub of the matter. Let us let that 
hang. It ison the record. In fact, perhaps the chairman will have 
the question in another form. I have not checked to see what Chair- 
man Harris had in mind. But maybe the question will come up 
again. 

Ishall try to be brief. I shall try to hit questions without exploring 
each one. If necessary, I will file my questions and you may answer 
them later. But I would like to note this discrepancy between your 

public statements and your failure to talk to the chairman of our 
Saanittec, just so I can get squared away in my own mind the further 
thought about what the intent of Congress is and of this committee, 
of which I am a member. 

My second thought, and I want to make a brief reference to it, is 
this: It has come up several times here about leaving the matter to 
the courts. I know some of us on this committee, because of con- 
stituents pressing us, which I know you are acquainted with, have to 
take a stand soon, and we do not want to leave it to the courts. I do 
not care to leave this to the coutrs. 

You will recall last year, by action of the Supreme Court, how we 
opened and closed the FBI files. That is what the Supreme Court 
does with the intent of Congress. 

They do not think as we : do, apparently. In any event, I would 
rather see us thrash this out here. That is why this jurisdictional 
item means something to me. I am not looking for trouble, 
particularly. 

To pass to the next qeustion, I have studied Commissioner Bartley’s 
statement, an excellent one, the one he gave, and also the one in the 
back of his statement, his original objection. I am sure you are ac- 
quainted with that. I respect the viewpoint of each of you very 
much, and know that honest men can always have differences of 
opinion. 

I am trying to understand in my own mind wherein the difference 
between your viewpoints lie. 

For example, Mr. Bartley, if I am recreating this correctly, pointed 
out that in this case you did not follow the usual procedure as you 
did in the hearings for theater TV, for example, where you finally 
wound up ruling that wire service would be all right. He posed 7 
questions, and he said that these questions ought to be fully answered. 
You have said, on the other hand, all you are getting generally now is 
more talk, if you will recall. That was your expression, more talk, 
more words. Mr. Bartley thinks that evidentiary hearings would 
be helpful. You, on the other hand, feel they would not be. What 
is the difference in viewpoints, and why is there that difference? 

Mr. Dorrrer. The real difference is a difference in timing. Com: 
missioner Bartley wold like to have us proceed with an evidentiary 
hearing as of the date that we decided to issue the first report. 

We could have a hearing any time after the applications are on 
file. We set forth in the report that perhaps an evidentiary hearing 
later would be more fruitful. 

May I call your attention to paragraph 92 of the order: 

The Commission will, when it finds that sufficient, meaningful data are avail- 
able from trial subscription television operations, conduct a public hearing in 


which all interested parties will have full opportunity to submit information, 
data and views concerning the foregoing, and any other questions which remain 
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to be answered, in reaching a decision as to whether the authorization of a sub. 
scription service on some extended or continuing basis would serve the publi¢ 
interest. 

It is essentially a question of time as to when the hearing will be 
held. Ithink that is our big difference. 

Mr. Arerer. Let me ask another question, quoting Mr. Bartley. It 
is at the top of page 4, when he speaks about the proponents and the 
opponents. He says “Both the proponents and opponents urged the 
view that trial demonstrations would be neither necessary nor useful, 


They insist that the potential advantages or disadvtntages of a sub- | 


scription television service would not be disclosed by a trial demon- 
stration conducted on a restricted basis.” 

Is that a correct statement or is it not ? 

If it is not, where is the difference in the viewpoints / 

Mr. Dorrrer. I think that the proponents would love to have abso- 
lute authority without any trial. In other words, launch it full 
bloom. Obviously, the opponents do not want it to see the light of 
day even ona trial basis. 

Mr. Avcer. The opponents and proponents is what caught my eye. 
It seems both of them agreed. 

Mr. Dorrrer. They both agreed, but for different reasons. 

Mr, Aveer. You do not share that pessimistic viewpoint on the 
outcome of the experiment, then, do you ? 

Mr. Dorrrrer. We felt, as I indicated before, we were reaching a 
point, and maybe I better say this for myself. I felt we were reaching 
& point where all we were getting now was just conversation. It was 
the “you are” or “you are not” type of thing. 

Mr. Acer. We have had some of that here. I know what you 
mean. Let me go on. Mr. Bartley mentioned he was specifically 
clispleased at question No, 11. 

Mr. Barriey. The response to it. 

Mr. Arcer. I was going to conclude my sentence—that. it was not 
answered fully and that he felt it should be in the public interest. I 
quickly asked my staff, being new in this committee, “Look up and 
tell me what public interest is in the FCC.” They gave up after a 
while. This is lke the reasonable price that the Federal Power Com- 
mission will set on gas rates. Nobody can define it, and they are 
good, hard working men. Anyway, if you have anything to put into 
the record on what the public interest is, I would benefit from it. 
Commissioner Bartley uses the term and then actually uses definitive 
statements that seem to partly explain it. Mr. Ryan, in his statement, 
says on the top of page 2, if you have seen it, “the greatest good for 
the greatest number of people.” Maybe that is what it is. We use 
this phrase all the time and nobody questions it. But what is the 
public interest ¢ 

Mr. Dorrrer. Well, the public interest would certainly comprise 
two things. One would be a procedure, a fair procedure, and the 
other would be the fruits of a procedure. I suppose that because of 
the inability of the courts of this country, and perhaps other countries, 
to specifically pinpoint a definition for public interest is why an 
administrative agency was created in the first place. It was certainly 
one of the prime reasons. The administrative agency is not a court. 
It is supposed to have a sense and a feel of what is good for the public. 
It is supposed to have sufficient training or guidance so that it does 
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not impose its own arbitrary ideas as to what constitutes the public 
interest. 

That is why we have seven Commissioners. ‘To make sure that they 
are not all of one particular philosophy, the act specifically provides 
that no more than four shall be of one political faith, or party. So 
Congress, in its wisdom, has decided that as elusive as the public 
interest definition may be, it could perhaps be achieved by the sifting 
and the winnowing of « ‘omposite ideas of seven members on the Feder al 
C ommunications © ommission. 

Mr. Auger. It is a majority of seven opinions as to what constitutes 
public interest on any issue that you rule upon ¢ ("1% 

Mr. Dorrrer. Well, yes, when you get down to it. But it is per- 
fectly possible, and the courts have indicated, that even seven of them 
can concur and be arbitrary. 

Mr. Craven. I was asked to define “public interest” one time, and 
after I stated that it was as wide as a barn door, and it takes a library 
of books and all the lawyers in the country to define it, and all the 
courts to define it, I did not know what the specific definition of public 
interest is. I was then asked if I was a lawyer. 

Mr. Avterr. Commissioner Craven, the answer that is seldom ever 
given in W ashington and the best answer of all generally is, if it is 
true, “I don’t know.” That is one that is seldom given us, and I think 
many times some of us ought to admit we do not know. 

Mr. Dorrrer. Every time we issue a decision, those who win decide 
that we have acted in the public interest, and those who lose say we 
have not acted in the public interest. 

Mr. Auoer. If ultrahigh frequency only is used for this, does that 
not mean that the present sets—and I happen to have one that will 
take both—or that most of the sets, that people own now throughout 
the country will have to be modified ? 

Mr. Dorrrer. They will have to be converted or have a conversion 
unit put in. 

Mr. Auger. This is over and beyond the unscrambling or decoding 
device. This means that more bands will have to be added to that 
particular chassis, right ? 

Mr. Dorrrer. The answer is “Yes.” 

Mr. Aveer. This has not been mentioned in these hearings, but that 
would be a basic expense that has to be faced in the future after the 
experiments if sets throughout the country are used in the ultra-high- 
frequency range. This gets back to the millions of people who have 
bought sets, who think they can get all the TV. 

They are going to find out with a shock that there is another set of 

bands that they have not heard about, and that is, mostly, where the 
pay TV will be, which will cost them more money even before they can 
get the decoding equipment. 

Mr. Dorrrer. It may not necessarily cost them more. I would say, 
as a general proposition, yes, but I want to point out that one of the 
big problems i in launching UHF as a used frequency is the inability 
of many of the present sets to receive that signal. Some of the pro- 
ponents of subscription television indicated that it would not be a 
simple matter, but it would be much more expeditious than under the 
present cumbersome method of trying to persuade the public to do it 
at the same time they installed the decoding equipment. 
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Mr. Arcer. At the expense of those putting in the equipment} 
This is a future calculation. You have not printed this anywhere, 
have you? 

Mr. Dorrrer. No. 

Mr. Atcer. Commissioner Lee wants the floor. He is certainly 
entitled to have it. 

Mr. Ler. When this subject is mentioned, I become a little inspired, 
if you will excuse me. 

Mr. Acer. This has not come up before, has it, just this way ? 

Mr. Ler. Not just this way. You will recall that I indicated that | 
I subscribed to the report and order that we have here. However, | 
I had urged on the Commission the adoption of subscription TY | 
limiting it to the UHF portion of the spectrum. 

I suggested to this committee that in their deliberations they might 
consider such a bill. In other words, you could say subscription TV 
is forbidden on the VHF which would automatically let it go on the 
UHF. You are quite right when you say that this would be an addi- 
tional expense of some nature to either the public or the entrepreneur, 
whoever does it. I am advised, however, that the converter could be 
built into the decoder, so that one device on this machine would con- 
vert the TV to the UHF. Our big problem in television at this time, 
and I think any major problem we have, is a result of facilities. 

In other words, numbers of stations. By encouraging more sta- 
tions, you would automatically take care of the problems of monopoly 
and so on that we are faced with, because there would be more competi- 
tion. 

If the problem of more stations is the lack of revenue, and if sub- 
scription TV is as good as the proponents say it is, this might bea 
means of encouraging the exploitation of this band of UHF that is 
largely unused. 

Mr. Aucer. Is it premature to ask you if the Commission should 
state at this time that should TV sets be converted to ultrahigh fre- 
quency, the present television sets, it should not be at the expense of 
the owner? Is that going a little too far ? 

I know this is in the minds of people. 

Mr. Ler. I think we would have to say in all fairness that the Com- 
mission at this point has rejected the exclusivity on UHF because, as 
I gather, they feel it is an unfair impediment to the success of the test. 
In other words, we have put enough impediments against subscription 
TV ona test basis. This makes it that much harder. Later we might 
be faced with the accusation that “You fellows made it impossible. 
If subscription TV fails, you guys make it impossible.” 

I reject that argument. 

Mr. Acer. Where in the statement is the assurance that you have 
given us several times, without any quibbling, that the expense of 
this test will be on the companies making the test? I could not find it 
in here. Did I overlook it? 

Mr. Dorrrer. I missed the question, sir. ' 

Mr. Arcer. Where is the guarantee here that the experiment will 
not cost the television owner ? 

I understand that the cost of the test will be on the company mak- 
ing the test. Is it in here? 

Mr. Dorrrer. On page 27 (2), we have this paragraph: We want 
a complete statement of the terms and conditions under which con- 
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tracts will be entered into with subscribers. Also a statement as to 
whether the proposed subscription television service will be made 
available to all persons applying for it, and, if not, a statement of the 
basis upon which subscribers will be selected. 

That is not an answer to your question, but based upon that infor- 
mation, the Commission will be in a position to protect the public. 
That was what I was trying to say. 

Mr. Acer. I know what you intended, but, Chairman Doerfer, I 
find nowhere that you have insisted in writing what you told us here 
publicly, that the cost of the experiment will be totally on the people 
making the experiment and not on the home user. 

Mr. Dorrrer. I do not know whether I was quite that broad or not. 
I was trying to say this: The proponents, some of the proponents, indi- 
cated that they would take the risk, the major share of the risk, and 
that they proposed to lease it upon reasonable terms, the terms being 
such that 1t would be acceptable by a subscriber who fully understood 
the probability or the possibility that it was an experiment and that 
he shouldn’t put too much money into it. 

We could not, in the first report, indicate that under no circum- 
stances would we permit the sale. 

It could be perfectly possible for somebody to come along with a 
decoder and sell it for a very nominal sum. 

A sum that would be cheaper to the customer than on a lease basis. 

Mr. Areer. Mr. Chairman, I follow your reasoning, but what I am 
getting at is that in this statement, while you are very definitive in 
many other things, you have nowhere said or even made the inference, 
as I read it, that the cost will be borne by the people making the 
test, whereas you have been quite positive with us that in your under- 
standing of it that is the situation. 

Mr. Dorrrer. I think that, is a fair observation. I have not scanned 
the report at this particular moment to find it, but I would say that 
those statements should be taken as being a disposition of the Com- 
mission. 

It isa result of proposals made by the proponents themselves. 

Question No. 8, Telemeter indicates that it will offer equipment for 
lease only. Skiatron proposes that the Commission should not estab- 
lish requirements in this respect. 

Although Skiatron originally proposed sale of decoders to the pub- 
lic, this was based on authorized operations and not trial demonstra- 
tions. Under the latter, Skiatron would probably lease the equipment. 

Zenith urges that the Commission require a lease and prohibit sale 
of decoders. Zenith proposes monthly charges of $1 or $2 plus instal- 
lation charge, which will approximate the charge for the average 
home television service call. 

Mr. Aucer. This is during the experiment ? 

Mr. Dorrrer. Yes. 

Mr. Arcrr. Then the cost is being borne by the owner of the TV 
if they want to participate in this subscription TV during the experi- 
ment ? 

Mr. Dorrrer. Some of the cost. Not all of the cost. 

Mr. Acer. I see. Then I had the wrong idea. This may be per- 
fectly fair, but I had another impression from what you said earlier. 
ink the members of the committee who are not here should know 
this. 
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I believe some of them think that this cost will be borne by the 
company making the test, and do not know, that the home television 
owners, will have to bear whatever the expense is, too. It is an 
interesting point. Believe me, our mail will reflect the answer to 
that one in a hurry. 

Mr. Dorrrer. As soon as someone comes along and says “We pro- 
pose to put the decoders in at no cost at all to the public”, I think the 
Commission will say “Well, that is certainly better than the one who 
proposes a monthly charge, plus a service charge, or even a sale.” 

If there is no fine print, whereby a person is offered a decoder free, 


without any fine print indicating at the end of 90 days he must pay | 


so much or else, then, of course, it is just what it purports to be, free 


ees 


equipment with an option. There may be any number of ways, | 
Congressman, in which distribution may be made. We just did not} 


want to prejudge that, either. 

Mr. Acer. I understand that. But you mentioned so many other 
things in laying down the law in this first report, not to mention the 
financial end of the installations struck me as a little odd. I do not 
want to dwell on this. 

[ certainly appreciate the answers I have been given, gentlemen, and 
appreciate your taking the time to come up here. 

Mr. Dorrrer. May I make a final statement with respect to that! 

In an innovation as tremendous as this, and with all of the business 
and technical implications, it is quite possible that we have not pro- 
vided for every single contingency. But I felt that we have sufficient 
here so that it would give us assurance that nothing could go too far 
awry, and, not only that, but implicit in the entire report is that 
little reservation which the Commission always reserves to itself, that 
although it may not have been mentioned specifically in the report, 
at the time the applications are filed we may impose further conditions, 

Mr. Acer. Thank you very much, Mr. Chairman. 

Mr. Witi1aMs (presiding). Dr. Neal? 

Mr. Neat. Thank you, Mr. Chairman. I have been listening very 
intently to these discussions for the last 3 days, and must admit that 
I learned something more about television that I had not known 
previously. 

I think the matter of jurisdiction on the part of your Commission 
is one of the big problems to be settled. Perhaps the next item of 
importance is the matter of trial. The question as to whether the 
procedures which have been set up by your organization would result 
in a fair trial, I think, remains very much, as has been expressed here 
before, as to what may be the future developments. 

For instance, there is the question just brought up by my associate, 
Mr. Alger, the question of who would bear the cost of the home it- 
stallation on household appliances which would be in the trial pro- 
gram. Ohne station, accepting your plan, would probably have one 
plan, and another one, perhaps in another locality, would proceed 
along different lines. The method as to how those things could be dis: 
posed of, of course, would be purely a matter to be worked out by the 
parties who are interested. One of the things I wondered about in 
proposing pay TV is whether, if you grant permission to one or more 
agencies to experiment with pay TV, rand it proves to be highly sue- 
cessful from a financial standpoint, most of the chains and the sub- 
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seribers to the chains will become sufficiently interested in the profit 
motive that there will be a great tendency on part of the organizations 
to more or less preempt some of the privileges that now are enjoyed by 
free television. 

Mr. Dorrrer. Yes. There will be any number of reactions. I tried 
to indicate, Congressman Neal, that the public interest is not depend- 
ent upon the finane ial success to the entrepreneur, It is perfectly 
possible that this will be a tremendous financial suecess to a licensee 
and still be contrary to the public interest. 

Mr. Neau. That is very true. Yet even though it might we con- 
trary to the public interest, if it proves to be quite an inviting financial 
venture, would there not be more of a tendency for the other chains 
to want to proceed along those lines, and, in so doing, more or less 
usurp the field and leave the free television at its mercy ¢ 

Mr. Dorerrer. Well, I can give you the answer that I think is an 
academic answer. It is this: If the people of this country insist on 
subscription television, I cannot very well see any power that would 
stop it. I just do not think that, re: ally, people will pay for that which 
they can get free. 

I am aware, however, that regardless of how we feel or evaluate 
that, that what you fear could develop. We are hopeful, however, 
that those signs will develop in sufficient time for us to evaluate and 
to react ace ordingly. 

Mr. Neat. You do not believe that pay television established after 
trial for a sufficient number of months, when proven to be a very 
successful venture, would succeed in buying the majority of the h igh- 
class programs, perhaps to the exe ‘lusion of the broadcasting agencies 
that might otherwise use similar programs ? 

Mr. Dorrrer. Congressman Neal, I do not want to be drawn into 
an appraisal of the final or the ultimate pros and cons of subseription 
television, The Commission did not approach the problem that way. 
It tried to indicate that it was limited to a trial, and then the problems 
could be laid before Congress. 

However, I might make this observation: If something becomes 
tremendously financially successful, that must, to some degree, register 
asubstantial public interest. 

I do not think that we could entirely disregard it. It must be 
weighed and evaluated with respect to th: at other portion of the public 
who may be denied free television. But certainly, if the other portion 
of the public is not being denied any programs, we will say, of the 
type and character whic sh it is receiv ing today, but subscription televi- 
sion becomes very successful, because it has found new programs, I 

cannot really say that we are at this stage in a position to interdict 
against it on the ground that it is contrary to the public interest be- 

cause it is proof, then, of it being a supplementing rather than a 
supplanting force. 

Mr. Neat. I presumed it was your plan to limit these programs to 
certain hours’ of the day, and to assure the general public the op- 
portunity to have free television the greater number of hours, prob- 
ably. T only brought up that question because some of the companies 
are very much interested i in that sort of thing. 

Mr. Dorerrer. It is one of the things that gives us a great deal of 
concern. 
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Mr. Nea. I can see that the whole problem is pretty deep and is | 


going to require a good deal of study by all of us. 

Thank you very much. 

Mr. Wuuiams. Are there other members of the committee that 
would like to ask additional questions? Mr. Hale? 

Mr. Hate. No questions. 

Mr. WituraMs. Mr. Dingell ? 

Mr. Dinceii. No questions, Mr. Chairman. 

Mr. Witurams. Mr. Beamer ? 

Mr. Bramer. Mr. Chairman, I have not missed any of the sessions, 


and I wonder if this one question was asked. I think it is rather im- 


yortant. The question was raised the other day and referred to very 
beiatiy about censorship for pay TV or for any type of television pro- 
grams. I referred to section 317 of the Federal Communications Act, 
[ am wondering if you could answer this question rather briefly : How 

‘an the Federal Communications Commission censor pay TV pro- 
grams when in title 47 of the Federal Communications Act censor- 
ship is specifically prohibited ? 

Mr. Dorrrer. I think the censorship provision is section 326. 

Mr. Beamer. I did not bring the code with me. Perhaps I am 
mistaken. 

Mr. Dorrrer. I merely wanted to correct the record. I did not con- 
ceive of the Commission having any power to censor subscription 
television. 

Mr. Beamer. I think the testimony would indicate, and I am try- 
ing to locate it now, that yesterday or the day before, some question 
was asked about how you were going to assure the right kind of pro- 
grams. If people pay for it, they want to be certain they will have 
the proper programs. 

Mr. Dorrrer. I thought you were talking about monitoring. 

Mr. Beamer. If I recall the statement, and this may not be verbatim, 
you or one of the Commissioners indicated that you would be watch- 
ing the programs with the limited resources that you have available in 
order that the people would be assured that they would get their 
money’s worth. If they are going to pay for it, they should have 
something in return, and they should not have any obscene programs, 
they should have clean programs, they should have the My Fair Lady 
program to which you specific: uly referred. 

That results, does it not, actually in saying “Here is the kind of 
program you may have or may not have” and that is, after all, censor- 
ship. 

Mr. Dorrrer. Yes. But obscenity, indecency, profanity, and lot- 
teries are spec ifically prohibited by statute now. 

The question of what constitutes obscenities and indecencies may 
be a factual question. As you well know, the Supreme Court is con- 
stantly coping with the problem as to what constitutes obsc enity. 

Mr. Beamer. Can you conceive that you might not only have a rate- 
fixing body but also a censoring body ? 

Mr. Dorrrer. We do not censor. But certainly if there was a 

very patently obscene program, I would not see any difficulty—— 

Mr. Beamer. I am not talking about obscene programs. I am talk- 
ing about choice programs, You referred to My Fair Lady. We 
could name any number of high-grade programs which might be 
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desirable for you, but might not be desirable for the man who owns 
the receiving set next door. 

He is going to be confined to that one channel if it is a pay TV 
channel. In other words, you are going to be confronted, are you 
not, with the problem of selectivity, and selectivity, after all, comes 
down to saying “Here is the type of program, Mr. TV Station, that 
you are going to have to present, or here is the kind you may not 
present.” 

Mr. Dorrrer. No, I don’t think so, C ongressman. 

Mr. Beamer. You do not conceive of that at all? 

Mr. Dorrrer. No. 

Mr. Bramer. I think you better project yourself into the future 
and think about it. 

Mr. Dorrrer. I think it will be the public who will be the final 
arbiter, with respect to what type of programs will be on subscrip- 
tion television. 

Mr. Beamer. I do not want to delay it, Mr. Chairman, but I think 
this point can be pursued in other ways. 

Mr. Wituiams. Mr. Hale, I believe you indicated you had a ques- 
tion. 

Mr. Harr. Suppose Congress does not legislate at all, and suppose 
you have issued licenses for pay TV. Then suppose your power to 
do so is attacked and the court sustains your power to do so, as your 
counsel says it will. We then have some pay TV, have we not? 

Mr. Dorrrer. Well, you may. We may have the power and still 
no pay TV, if the public does not accept it. 

Mr. Hae. I am assuming you have granted the license. 

Mr. Dorrrer. Yes. 

Mr. Hate. Do you conceive that when you have granted a license 
you have the power to regulate rates, the same as the ICC would, 
or the Federal Power Commission, and so on ? 

Mr. Dorrrer. Not under the present law. 

The only power we would have over rates would be the indirect 
power that was indicated this morning, which stems from a patent 
misrepresentation to the Commission or to the public. 

Mr. Hatr. I heard all the questioning this morning, and that leads 
me to the line of inquiry I am now prosecuting. Obviously, if a sta- 
tion tells you that they are going to charge, we will say, $1 a month 
and then they charge $2 a month, that is a fraud on the public, and 
you would have every right to hold them to their contract. 

Mr. Dorrrer. I think if an year says it is going to be $1.50 
and then goes out and makes it $2, that that certainly would require 
us to examine into determining whether or not there has been a mis- 
representation. But we have indicated that he may state a maximum 
or a minimum. 

Mr. Harz. When you grant a license, I presume it will be a license 
for them to charge so much a month. Is that what you would do? 

Mr. Dorrrer. There are many proposals. Some of them are per 
program, some have per month, and I think one of them has per year. 

Mr. Hater. What I am trying to get at is this: Would the license 
which you would grant simply be to run a TV station, or would you 
grant a license to run a pay TV station and charge such and such 
prices? 
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Do you understand ¢ 

Mr. Dorrrer. Yes, I think I understand. We would, in granting the 
license, incorporate as a provision, some of the representations which 
have been made to us and which we have approved. I could not state, 
I could not even venture to state, what those conditions might be. 

Mr. Have. Of course. you cannot anticipate what all the questions 
would be, but what I am trying to find out is would your license be a 
license to run a station on such and such terms, or would it be a license 
to run a station? 

Mr. Dorrrer. The answer would be on such and such terms. 

Mr. Hare. That isall. 

Mr. WinuiamMs. Mr. Bush, do you have a question / 

Mr. Busn. No, sir. 

Mr. Witiiams. Mr. Alger? 

Mr. Aucer. On that same line, I want to know why you do not have 
the right to set rates. Has Congress specifically said that you could 
not set rates in the act ? 

Mr. Dorrrer. If we call it broadcasting, we do not have the right 
to set rates by reason of specific statutory enactment. 

Mr. Auger. Congress has said that you cannot set rates; is that 
correct / 

I do not know the entire act, so I am hy you for the answer. 

Mr. Dorrrer. The answer is that if it is broadcasting we cannot 
set the rates. 

Mr. Aveer. And if it common-carrier service ? 

Mr. Dorrrer. Congress has indicated that broadcasting shall not 
be deemed a common-carrier service. 

Mr. Acer. Congress has said you cannot set the rates, then, is 
that it / 

Mr. Dorrrer. If it is broadcasting. Now, if we say it is nonbroad- 
casting, I am not prepared to say whether we could set the rates or 
not. I think within the general classific ‘ation of nonbroadcasting, we 
would have to declare it a common carrier. 

Mr. Auger. You say you have the right, the statutory authority, to 
grant the experimental subscription TV without coming to Congress 
because Congress has never sald you did not have the right. I was 
merely wondering why you could not jump to the same conclusion 
now. If Congress has not told you in this legislation that you cannot 
set the rates, ‘by the same logic or reasoning you could immediately 
start to set rates. 

Mr. Dorrrer. We could only do it after we find that it is both non- 
broadcasting and also a common-carrier operation. 

Mr. Acer. I am simply trying to follow this logic out. 

Mr. Dorrrer. I understand. Of course, we did not conclude that 
we have jurisdiction merely because Congress did not say anything 
about it. 

Mr. Aueer. I believe that is what you say in your statement. I 
think I can find it. 

Mr. Dorrrer. Not solely that. I think we indicated that Congress 
not only did not say anything about it, but there was some indication 
that it would be permissible. 

Mr. Craven. I would like to clarify my position on it. I feel we 
have a mandatory duty to study new uses of radio, and we have com- 
plete jurisdiction for purposes of this experiment. I am not ready 
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yet to classify this new type of service, because I haven’t had experi- 
ence in it either as broadcasting or asa common carrier. After I have 
experience in it I may be prepared to come down to the Congress and 
jon with my fellow Commissioners and make certain recommenda- 
tions with respect to jurisdiction. 

Mr. Auger. Thank you. 

Mr. Wituiims. Are there any further questions / 

Mr. Neal? 

Mr. Neau. No, Mr. Chairman. 

Mr. WitiiaMs. Are there any further questions on the part of the 
other committee members ? 

If not, we will proceed. At the time the chairman left the commit- 
tee a few minutes ago, he left with me two sets of questions which he 
wished to have propounded to the Chairman of the Commission. 
One set he requested that I submit to the Commission for answers to 
be submitted later in writing for the record. 

I have a copy of the questions for the record also. As I understood 
it, Mr. Chairman, he desired for those questions to be answered in 
writing and submitted to the committee for the record. 

Mr. Dorrrer. Did he indicate what time he wanted the answers ? 

Mr. Wititams. He didn’t indicate any particular time, but I assume 
it is within a reasonable length of time, of course. 

Mr. Dorrrer. We will try to be as prompt as possible. 

(The document referred to follows:) 


COMMISSION’S LACK OF LEGAL POWER 


1. How would you classify pay television under the Comunications Act? Isn't 
the Commission faced with a dilemma however it classifies pay television? 

If it regards it as “broadcasting,” FCC has no power over rates. If it 
treats it as a “common carrier,” stations must accept all paid programs 
and couldn't discharge duty to select programs in public interest. If it 
classifies pay television as a “nonbroadcast” service, the act doesn’t specify 
the powers which the Commission could assert over such a service. 

2. FCC’s present report states (par. 48): “It may be the trial experience 
would suggest the desirability of creating an entirely new service classification 
and of subjecting such a service to controls different in some respects from those 
available now with respect to broadcast services.” 

Does FCC have the power to create new service classifications under the act? 
Isn’t this a matter for the Congress? 

3. FCC has proposed widespread trial operations which will affect millions 
of American families. Should these operations be authorized at a time when 
FCC is unable to classify pay TV? FCC's powers of regulation depend upon the 
classification into which a service falls. How can FCC regulate pay TV if it 
has not classified it? 

4, Did all of the legislators who spoke on the subject of a charge to listeners 
in the debates on the Radio Act agree that the act permitted a pay service? 

No. Representative White, who introduced the bill in the House and 
was a principal supporter of the conference bill, stated (68 Congressional 
Record, P. 2580) : “The legislation gives no such authority.” 

>. While there may have been some disagreement in the Congress as to 
whether the Radio Act permitted a charge on listeners, isn’t it true that there 
was unanimous agreement as to the desirability of keeping broadcasting free? 

Yes. Not a single statment has been cited indicating that any Congress- 
man thought that a pay system was desirable. Even Senator Dill, who 
thought the act permitted a charge on listeners and whose statements 
are now relied upon by the FCC, stated his belief in the maintenance of a 
free system. He stated: (67 Congressional Record, p. 12335) 

“First and most important of all, radio in the United States is free * * *. 

“This freedom of radio reception by the American people is the feature 
of radio that distinguishes and differentiates radio conditions in the 
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United States from radio conditions in every other country in the world. 
In practically every other country the Government levies a tax on receiy- 
ing sets. In some countries the Government has prevented listeners-in from 
having sets that will receive broadcasting on more than 2 or 3 wavelengths,” 


6. Isn’t it true that all of the Congressmen who spoke on the subject believed | 


that, if charges could be made to listeners, these charges would be subject to 
rate regulation by the ICC? Yes. 

(a) Section 14 of the Radio Act of 1927 provided that the Federal Radio 
Commission could revoke the license of any station “whenever the Jnter- 
state Commerce Commission, or any other Federal body in the exercise of 
authority conferred upon it by law, shall find and shall certify to 
the Commission that any licensee bound so to do, has failed to provide rea- 
sonable facilities for the transmission of radio communications, or that any 
licensee has made any unjust and unreasonable charge, or has been guilty 
of any discrimination, either as to charge or as to service or has made or 


ae SCRA Se I 


prescribed any unjust and unreasonable classification, regulation, or practice | 
with respect to the transmission of radio communications or service * * *,” | 


[Emphasis added.] 
(b) An amendment had been introduced in the Senate prior to the passage 


“mr 


of the 1927 act which would have given the power of rate regulation to the | 
Federal Radio Commission. The conference committee, however, eliminated | 
the Senate provision so that the power to regulate rates remained in the | 


ICC. Senator Dill specifically stated that this was so (68 Congressional 
Record, p. 3032) : “Let me say to the Senator (Pittman) that the power is 
today lodged in the Interstate Commerce Commission by law.” 

Thus, it was clearly understood that all charges to listeners, if permissible, 
could be regulated by the ICC. The ICC has no power to regulate such rates 
today. The FCC has the power to regulate rates of common carriers. But it 
has concluded that pay TV is not a common carrier. Thus, FCC cannot regulate 
pay TV rates. Isn’t it clear that even those Congressmen who believed that 
charges could be made would have not have held that belief if they thought that 
those charges could not be regulated? 


REPLIES TO WRITTEN QUESTIONS SUBMITTED TO THE COMMISSION BY CHAIRMAN 
HARRIS OF THE HOUSE INTERSTATE AND FOREIGN COMMERCE COMMITTEE 


Question No. 1 


“How would you classify pay television under the Communications Act? 
Isn’t the Commission faced with a dilemma however it classifies pay television?” 
Answer 

In paragraph 48 of its first report on subscription television adopted in docket 
No. 11279 on October 17, 1957, the Commission stated that it found it unnecessary 
and undesirable to decide at this stage the proper classification of subscription 
television under the Communications Act. Careful note was taken of detailed 
arguments and citations submitted by parties to the Commission’s rulemaking 
proceeding in support of conflicting views as to whether subscription television 

yas properly classifiable as “broadcasting” within the definition in section 3 (c¢) 
of the Communications Act of 1934, as amended, as a “common carrier” service 
within the meaning of section 3 (h) of the act, or as some other kind of service. 

For reasons stated in the first report, the Commission had found that the 
threshold question of whether it had jurisdiction to authorize a subscription 
television service—and in particular, a limited and controlled trial demonstra- 
tion of such a service—did not depend on whether the service could properly be 
construed as falling within the statutory definition of “broadcasting.” Thus, the 
more important significance of the classification of a subscription television 
service—with particular reference to its trial under the limited conditions set 
out in the first report—relates to the effect of one or another classification on the 
regulatory controls which the Commission could exercise under the alternative 
classifications suggested in the conflicting comments submitted by the parties. 

A careful analysis has disclosed, moreover, that the imposition of the controls 
and limitations which the Commission considers desirable for a trial operation 
is not dependent on its prior classification as a broadcast, common carrier, or 
some other kind of service. Under its statutory mandate to license such uses of 
radio frequencies as may be found in the public interest, the Commission con- 
cluded that it has the requisite statutory power to impose all of the limitations 
and conditions set out in the first report, together with such other restrictions 
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or prohibitions as it may be decide to impose on, for example, the transmission 
of commercial announcements during the course of subscription television pro- 
grams or on the simultaneous transmission of subscription programs by more 
than one local station. Thus, the Commission has concluded that all the restric- 
tions, conditions and limitations needed to safeguard the trial can be imposed 
under its basic mandate to confine authorized uses of radio frequencies to those 
which the Commission finds would serve the public interest. 

In these circumstances the dilemma suggested in question No. 1 above does 
not exist, in the Commission’s opinion especially with reference to limited trial 
subscription television operations. The Commisson does not at this stage at- 
tempt to anticipate such conclusions as may be reached with regard to the con- 
trols it may be desirable to impose later should it be found in the public interest 
to authorize the service on some general or continuing basis. It is believed that 
the actualities of the trial experience will furnish the surest guide to a sound 
judgment concerning such conditions and on the related question of whether a 
new Classificiation, coupled with additional statutory powers, would be desirable. 


Question No. 2 

“It may be the trial experience would suggest the desirability of creating an 
entirely new service classification and of subjecting such a service to controls 
different in some respect from those available now with respect to broadcast 
services.”” “Does FCC have the power to create new service classifications under 
the act? Isn’t this a matter for the Congress?” 


Answer 
It has long been recognized that the FCC has the power to create new service 

classifications, apart from those defined in the Communications Act. There are 
numerous examples. This power derives principally from section 303 of the act, 
and in particular from subsections (a) and (b), in which the Commission is 
directed, as public convenience, interest, or necessity requires, to: 

“(a) Classify radio stations ; 

“(b) Prescribe the nature of the service to be rendered by each class of 

licensed stations and each station within any class ;” 

Acting under this and related statutory powers the Commission has authorized 
constantly growing numbers of radio services, which include: 


Amateur and disaster services Land transportation services 
Aviation services Marine services 
Industrial services Public safety services 


The absence of specific reference in the act to these groups of service, or to 
many of the individual services within these categories has never been put for- 
ward as an indication of a lack of Commission authority to create and establish 
reasonable and appropriate conditions for the conduct or operation of these 
services. 

The fact that Congress has empowered the Commission to create and establish 
the conditions for the operation of new services does not, of course, preclude 
congressional. action with respect to any service which may be proposed 
or authorized. 


Question No. 3 

“FCC has proposed widespread trial operations which will affect millions of 
American families. Should these operations be authorized at a time when FCC 
is unable to classify pay TV? FCC’s powers of regulation depend upon the 
classification into which a service falls. How can FCC regulate pay TV if it has 
not classified it?” 
Answer 

The answer to this question is contained in answer to questions Nos. 1 and 2. 
In brief summary, the Commission has concluded that all the controls it con- 
siders necessary or desirable for a trial operation can properly be imposed as 
conditions in trial authorizations, based upon the Commission’s duty to insure 
that such uses of the spectrum as it may authorize would be in the public 
interest. 


Question No. 4 
‘Did all the legislators who spoke on the subject of a charge to listeners in the 
debates on the Radio Act agree that the act permitted a pay service?” 
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Answer 

No. At 68 Congressional Record 2580, it is reported that Representative Whit 
said, “The legislation gives no such authority * * *” The view that the bij 
enacted as the Radio Act of 1927 empowered the Commission to authorize trans 
missions by broadcast sations whose reception would require a charge was rp 
flected, insofar as the Commisison is aware, in statements by all the Congressme 
and Senators commenting on the subject, with the notable exception of the fore 
going statement by Representative White of Maine who introduced the Hong 
bill. 


Question No, 5 

“While there may have been some disagreement in the Congress as to whethe 
the Radio Act permitted a charge on listeners, isn’t it true that there was unagi. 
mous agreement as to the desirability of keeping broadcasting free?’ 
Answer 

The legislators who commented on charges to listeners during congressional 
debates on the Radio Act of 1927 refiect the view that the system of free broad. 
casting was desirable. At the same time, the view that the Commission shoul 
not be precluded from authorizing broadcasters to impose a charge was reflectej 
in the following statements made by Senator Dill, the floor manager of the 
Senate bill: f 

“Mr. President, in the first place, this bill provides that the Commission shalf 
have authority to regulate the type of transmitting apparatus as to its exernal 
effect, so that the Commission would have the power to permit or prohibit the 
use of such apparatus if it so desired, but I want to say to the Senator that} 
in my judgment, Congress should not pass a law that would prevent a broadcast | 
ing station from so equipping itself that people could not listen to its prograny 
unless they had a certain kind of receiving set. In other words, if a broadcasting 
station wants to select its clients by selling a certain kind of receiving set o 
attachments for sets, I do not know any reason why the Congress of the United 
States should prevent it from engaging a telephone company or movie house 
from preparing something and not allowing anybody to enjoy it or hear it except} 


by their paying a fee” (68 Congressional Record 2880-2881). ' 
In reply to another question by Senator Walsh, Senator Dill stated: 
“Why, if one presents a program should he not be paid for it? i 


“Let me say to the Senator that in most countries people are not permitted tif 
have radio free * * * But here in the United States we have built up a fre} 
system of broadcasting and reception and it has thrived * * * I do not believe! 
with the condition existing that any broadcasting station can hope to prospe! 
if it attempts to set up a method by which it would charge the listener in; buf 
I know of no reason why Congress should interfere with that kind of private 
business any more than it should interfere with any other kind of private 
business” (68 Congressional Record 2881). 


Question No. 6 

“Isn’t it true that all of the Congressmen who spoke on the subject believed 
that. if charges could be made to listeners, those charges would be subject to rate 
regulation by the ICC? 
Answer 

Not all the Congressmen who spoke on the subject referred specifically to regr 
lation by ICC. However, the joint conference committee did eliminate a Senate) 
amendment which would have expressly authorized the Federal Radio Com 
mission to regulate charges to the listeners for programs transmitted by radi 
broadcast stations, and in reply to a question by Senator Pittman, Senator Dill 
stated that “the power is today lodged in the Interstate Commerce C ommisaay 
by law” (68 Congressional Record 3032). { 

Mr. WitiraMs. He also left a series of questions with me and asked} 
that I ask the questions of you. I notice in going through them that} 
some of them cover ground we have already been over, but a few of 
them, possibly, cover new ground. 

The first question is this: Can you name any instance in which} 
the Commission has authorized operation of a service even on a trial] 
basis without making a finding at the same time as to the classification] 
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of this service or the kind of regulation that might be required to 
assure that the service would operate in the public interest ? 

Mr. Dorrrer. That calls for an examination of Commission action 
over a period of time long before my coming on the Commission. I 
would request that we be given an opportunity to consult with the 
staff and examine some of the records. 

Mr. Witur1aMs. This question is in two parts. Here is the second 

art: Have the proponents of subscription television suggested author- 
ization of trial operations or did they or the majority of them oppose 
trial operations referred to by users? 

Mr. Doerrer. I think both the proponents and opponents are quite 
anxious to have anything but trial. Whether or not the proponents 
will accept the trial which we have provided for remains to be seen. 

Mr. Witu1aMs. Then you answer to that question is that the pro- 
ponents indicated that they were opposed to trial operation ? 

Mr. Dorrrer. I wouldn’t say that they were opposed to it. They 
apparently preferred an outright determination, and the establish- 
ment of subscription television as a definite policy. 

Mr. Witu1aMs, I understood your answer to be. that there was at 
least a lack of enthusiasm on their part. 

Mr. Dorrrrr. That is right. 

I am advised by the staif that the proponents did argue against the 
trial. I am assuming it is in the sense that you indicated. 

Mr. WitutaMs. I believe you indicated that you were not prepared 
to answer the first part of that question. I am wondering if it would 
be satisfactory to you for you to take the question and look it over 
and perhaps submit an answer along with the others. 

Mr. Doerrrr. All right. 

Mr. Witu1aMs. I will set this aside and mark it, if you like. 

Mr. Dorrrer. Yes. We are making a note of it and he will supply 
the answer. 

(The following reply was later received :) 

The question was: 

“Can you name any instance in which the Commission has authorized opera- 
tion of a service even on a trial basis without making a finding at the same time 


as to the classification of this service or the kind of regulation that might be 
required to assure that the service would operate in the public interest?” 


Answer 


Numerous new uses of radio frequencies have been given an opportunity for 
trial operation prior to final classification of the service and prior to the establish- 
ment of final rules and regulations governing the operation of the service. 

One example is the development of the use of radio frequencies, in the main 
since the end of World War II, for land mobile services. Many users of radio 
frequencies, such as taxies, truck transport, petroleum companies, etc. were 
licensed to conduct operations on a developmental basis. Subsequently hearings 
were held and the respective services were definitively established and the rules 
and regulations governing these services were adopted. When the services were 
definitively established some categories of users who had operated during the 
developmental period were denied continued operation for reasons which became 
apparent as an outgrowth of the trial operations. 

Another example is furnished in the current program of the development of uses 
of microwave radio transmission. Numbers of authorizations have been issued 
to users pending an overall study of the appropriate distribution of frequencies 
among various services on a permanent basis and pending the adoption or amend- 
ment of rules governing these services. In another instance, oil companies were 
Several years ago authorized to use radio frequencies in the 1700 to 2000 kilocycle 
band for radio positioning and radiolocation service in the Gulf of Mexico, prior 
to the adoption of rules. 
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Similarly, experimental and developmental FM and TV broadcasts were ay. The 
thorized by the Commission prior to the definitive establishment of the FM ang— own FE 
television broadcast services and the promulgation of rules governing thoge becam 
Services, r 

Nov 

Mr. Witi1aMs. The second question that the chairman left with expre 
me is this: I note that in the so-called first report which sets forth a pub 
the terms and conditions under which the Commission will grant Ist 
authorizations for subscription television operations, the FCC re. plyin, 
frains from classifying subscription television either as a broadcastin We 
service or as a common-carrier service. On the other hand, the Com-§ |ife. 
mission requires that the charges to television subscribers must bef creat 
uniform, neces 

There is a footnote where he refers to paragraph 86, I presume of It 
the first report. for p 

My question is: Are there other instances in the broadcast field in I j 
which the Commission is concerned with charges and the uniformity} we h 
of charges, and from what provision in the act does the Commission § of se 
derive the authority to require that all charges must be uniform? impo 

Mr. Dorrrer. I don’t think we have any other service in the broad- Mi 
casting field for which a charge is imposed. We do have one pro-} upon 
vision in the law which provides for uniformity in a sense, and that is} yisic 
the section with respect to political broadcasting. That is section} Goin 
315 (b). bilit 

Charges made for the use of any broadcasting station for any of} tion: 
the purposes set forth in this section shall not exceed the charges made M 
for comparable use of such station for other purposes. that 

I assume that we will have the power in the sense of imposing as} auth 
a condition that the charges be uniform. Actually, I would much § cert: 
have preferred to have the expression, “On a nondiscriminatory basis” W 
be used. But I think uniformity implies that it would be nondis- } that 
criminatory. There may be a reasonable classification or a distinction. } tion 
Paragraph 86 indicates that the charges and terms and conditions of | forn 
service to subscribers must be applied uniformly. This requirement } its ¢ 
is not intended to preclude the division of subscribers into classes, M 
and the imposition of different sets of terms and conditions to sub- } ans 
scribers in different classifications, and so on. that 

Well, anyway, that would be the paragraph which points to what } on ; 
we were talking about as a condition precedent. tion 

Mr. WituiaMs. The case of the political broadcast is one that comes } hay 
to your mind as being the only case that comes in that category? I 

Mr. Dorrrer. In the field of broadcasting that is the only case that } 
comes to mind. stat 

Mr. WriutaMs. I have a followup question here, apparently who- } aga 
ever prepared these questions anticipated what your answer would f dif 
be because there is a followup question and that is this: I 

Does this not indicate the need for additional legislation certainly } _ the 
before subscription televison can be authorized on a long-term or | eve 
permanent proposition ? it i 

Mr. Dorrrer. If there is a need for legislation, that is probabl wil 
true. I would say this, that all of the industries I am familiar with pu 
which have their rates and services regulated today were not born} tia 
under the mantle of regulation. 
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There was a period of time when these companies could set their 
own prices and their own terms of service and it was later that they 
became subject to regulation with respect to rates and services. 

Now, you have a classification of these utilities and the common 
expression used is that they are engaging in a business affected with 
a public interest. rohit aif, ' 

I suppose another way to characterize it is that it is a service sup- 
plying some necessities of life. 2 

We do not as yet regard television broadcasting as a necessity of 
life. It may very well be deemed of such importance, and in such 
great demand and usefulness and desirability as to be regarded as a 
necessity for relaxation. 

It is the type of thing which permits public money to be expended 
for parks and recreational playground-type of things. 

I just want to indicate that I do not think we should wait until 
we have devised some standards with respect to rates and divisions 
of service until we try. It would be much better to try it and then 
impose regulations. 

Mr. Witu1aMs. Mr. Doerfer, this question is apparently predicated 
upon the assumption that there is a possibility that subscription tele- 
vision can be authorized as a long time and permanent proposition : 
Going along with that assumption and assuming that there is a possi- 
bility of that occurring, do you feel that there would be need for addi- 
tional legislation prior to that being authorized ? 

Mr. Dorrrer. If I understand the question correctly, I would say 
that is the present thinking of the Commission, that before it would 
authorize it as a permanent institution in this country it would most 
certainly submit the question to Congress. 

We are hopeful that we would not only submit the question, but 
that we would submit some recommendations, or, absent recommenda- 
tions covering the entire field, sufficient data and experience and in- 
formation so that Congress could pick it up from there and formulate 
its own policy. 

Mr. Niiszcaiee. For the sake of the record, and paraphrasing your 
answers, is this generally in line with what your answer has been, 
that should it appear that subscription television would be authorized 
on a permanent or long-time basis, there would be a need for addi- 
tional legislation in your opinion, however that is a bridge we would 
have to cross when we reach that ¢ 

Mr. Dorrrer. Yes. 

You see, you have a wide range of possibilities. You may have a 
station in a 1-station market which requires 1 type of treatment as 
against 1 or 2 or 3 stations in a multiple station market requiring 
different treatment. 

I would say that the touchstone is regulation which would promote 
the public interest or, at least protect it, and I am assuming that if 
ever a Commission comes down here and recommends or indicates that 
it is about to establish subscription television on a permanent basis it 
will be prepared then to make a substantial showing that it is in the 
public interest, that it provides not only public benefit, but no substan- 
tial public harm or disadvantage. 

Mr. Craven. I think the major question here is one of policy on 
which we have not too much information and therefore we lack the 
ability to make specific recommendation to the Congress now. 
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I would be prepared on a broad manner of policy, regardless of what 
the experiments showed, to come down to the Congress and lay it befor 
the Congress with recommendations. 

Mr. Witu1aMs. The question I do not believe gets down to the specifiy 
recommendation that you might anticipate, but simply asks the ques 
tion whether or not you believe that legislation would be needed in the 
event of such a contingency. 

Mr. Craven. From the information that I now have, it appears that 
legislative action may be required. I am not anticipating the outcom 
of the experiment, but the evidence that is before us is that ultimately 
before we do it on a permanent basis it appears highly desirable that 
we have certain legislation. 

Mr. Wits. I assume that the members of the Commission ar 
generally in accord with that belief. Is that correct? 

Mr. Dorrrrr. I cannot say that there is anything at the moment 
which indicates legislation. 

I agree with Commissioner Craven that an experiment or trial may 
indicate and the possibilities are that there may be some field or some 
aspect of it which requires more specific or definite authority from 
Congress before we could plug some loopholes about which we may 
be concerned. 

At the present moment we just haven’t got the information, at least 
I don’t, so that I could even venture a guess as to what that would be 

Mr. Witu1ams. Thank you. We will proceed with the next question, 
which is this: I note in the so-called first report the Commission re 
quired neither minimum hours of operation for subscription programs 
nor did the Commission impose any limitation on the maximum num 
ber of hours for subscription broadcasts during any segment of a broad-} 
cast day. The report contains only a reference to the minimum hours 
of nonsubscription TV broadcasts, paragraph 85, of the report. Sines 
it seems very likely that subscription television broadcasters will try 
to operate extensively and perhaps exclusively during the prime eve 


ning hours, why did the Commission not limit the number of hours}. 


which may be devoted to subscription television during the prime 
evening hours? 

Mr. Doerrer. I think there are too many variables at the present 
time to be more specific, that that type of condition can best be met at 
the time of considering a specific application in a specific market. 

For illustration I think that if an applicant came in and indicated 
that his program format would provide a market and another appli- 
cant came in and provided for the same hours, the same time, and the 
third, so that we would establish a pattern where all of the prime hours 
would be used by the subscription television broadcasters, we would} 
be in a position to say no, we do not think it would be in the public 
interest to reserve all of the prime hours for subscription television in 
the particular market, we might allow one to have his programs tele 
vised on a subscription basis during those hours and not another. 

It may make a difference, Congressman Williams, where the appli- 
cant is from. 

You have one situation in the city of New York; you have another 
one in Philadelphia or Pittsburgh. 

In one of these cases you have 7 VHF stations and in the other 2 you 
have 3 stations. 

Pittsburgh I think has three. 
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So the same application may have entirely different implications, 
depending where it comes from, and we have indicated that we have 
retained the power to put restrictions in if need be during the time. 

Mr. Witu1ams. Had you concluded your answer to that? 

Mr. Dorrrer. Yes. 

Mr. Witu1aMs. At this time I am going to yield to Mr. Avery to ask 
the next question, which was prepared by the chairman. 

Mr. Avery. Mr. Chairman, the chairman poses this situation, that 
the Commission proposes to authorize subscription TV on the con- 
ventional broadcast band and then he follows with the speculation 
that in the mind of the Commission do you think the proponents would 
be as enthusiastic about this trial on subscription TV if the viewers 
would have to purchase entirely a different and separate set of equip- 
ment, rather than impose an attachment on the existing equipment they 
now own that uses the established spectrum ? 

Then he further refers to the Muzak case that is in the proceedings 
of the Federal Communications Commission and suggests, Mr. Clerk, 
that that case be made a part of the hearings at this point. 

That is the Muzak case on page 581 of the Federal Communications 
Commission reports, volume 8, August 1941. 

Now, have I sufficiently confused you, Mr. Chairman, that you can- 
not go back and respond to the question ? 

Mr. Witurams. The chairman requested that that case be included 
as a part of the record. 

Mr. Doerrer. In answer as to the degree of enthusiasm, I think there 
would be less than little enthusiasm on the part of the proponents of 
subscription television to have it authorized in some other portion of 
the spectrum than in that portion of the spectrum allocated to broad- 
casting. 

Mr. Avery. To clarify the record it might be well to mention at this 
time that this Muzak case referred to an application by an entrepre- 
neur—as he has been referred to here—to broadcast music in the city 
| of New York on a wavelength not in the conventional scope and the 
Commission proceeded to grant that authority and found it to be in 
the public interest because it would not interfere with the conven- 
tional broadcasting that was going on in the city at that time. 

That is what the chairman poses in this question, as to whether or 
not that should be considered in subscription TV, so as not to inter- 
fere with the conventional spectrum and not to use the conventional 

set. 
| Mr. Doerrer. Well, that was a judgment factor which was con- 
sidered by the Commission and we were anxious that the proponents 
of subscription television could not accuse the Commission of seem- 
ingly authorizing a meaningful test, but in reality refusing to face 
up to the practicalities of the situation, that it would be a severe handi- 
a that an authorization of that kind would be absolutely mean- 
ingless. 

It was our desire to avoid that type of criticism and, to put it con- 
versely, I thing the Commission wanted to have this test in such a 
posture that the proponents in the event their efforts failed, could not 
accuse the Commission of having been too niggardly in the number 


of cities and the portion of the spectrum in which it would be per- 
mitted. 
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In other words, we did not want them to have a legitimate excuse 
prolong this terrific controversy. 

And speaking for myself, I think that one of the greatest contriby 
tions we could make, both for this Congress and for the public, ig¢ 
final answer as to whether or not this service is practical, feasible, wij 
be acceptable, or whether or not just the fulmination ‘of some pr 
moter’s imagination and never did have anything of substantial mer} 
to it at all. 

We don’t know. But I would say this, that under the conditioy 
laid down by the Commission if subser iption television never gets of 
the ground neither the Commission nor Congress can ever be accuse 
of not having given it a fair opportunity. 

We should hear no more of it during our time. 

Mr. Wiutrams. Mr. Chairman, the next question has reference 
paragraph 80 (B) (7), the first report. 

I note that in the so-called first report the Commission does not x 
quire as a condition of a subscription authorization that the statia 
refrain from making commercial announcements during the subscrip 
tion-television program. 

Incidentally, this question has been asked in part, but the Chair 
man has indicated that he would like to have it answered again. 

The question is this: Since subscription-television operations an 
supposed to be financed out of fees paid by viewers, why did th 
Commission not insist that commercial announcements be not include 
in subscription-television operation ? 

Mr. Doerrer. I might say that a substantial lack of enthusiasm @ 
the part of the Commission for permission to advertise or to make com 
mercial announcements does not indicate however that there may & 
some circumstances in which it would be warranted. 


I have in mind the possibility which a UHF operator may haveil 


one of these 20 communities. He may indicate that he needs a little bi 
more than just the subscription-television authorization, that he shoul 
be permitted to make commercial announcements, and there is aspet 
of the commercial announcement. 

We are aware of many local advertisers who today complain @ 
their inability to be heard or to bring their message to the public du 
ing prime times. So that there may be some circumstances which 
Commission, after careful consideration, would be inclined to permi 
if the benefit outweighed any of the disadvantages. 

I think also the Commission does regard advertising not as a nece 
sary evil that some people regard it, but that it is an important 
nomic force in this country and that it probably would be arbitrary 
undo it through legislative action. 


I am speaking of subscription television. It is an overabundant 


of caution not to close the door absolutely but I do want to leave wi 
this committee a cross section of opinion. I think, on the part of ti 
Commissioners, that every single one of them looks upon a subscrif 


tion-television service with advertising with a good deal of reluctan 


and certainly very, very little enthusiasm. 


Mr. Wititams. Mr. Chairman, I do not want to sidetrack you inti 
a discussion of another matter, and I am asking this question primaril] 


out of curiosity more so than anything else. 
Of late there has been a great deal ‘of talk about a new form of ad 
vertising which they refer to as so-called subliminal perception. 
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Is it possible that that type of advertising might become a factor 
in this question ? 

Mr. Dorrrer. I could not answer it. I would say that that matter 
js under investigation now by the Commission with respect to the pres- 
sent channels on the air. 

We viewed a demonstration of it the other day. That was closed 
circuit, it was not on the air. We are not in a position to say, first of 
all, whether it is possible, whether it has the ability or the power that 
its promotors have claimed. 

eally the Commission is in no position to comment. I would think 
this: Once it has completed its investigation, the results of that in- 
vestigation would be about the same for subscription-television chan- 
nels as it would be for the free channels because, after all, they are the 
same channels and the decoding merely removes the scramble and puts 
the frequency back into its normal operating position. 

Mr. WituiaMs. It was probably an unfair question to ask you about 
that particular thing. 

I think that the Commission had not had an opportunity to go into 
that. So please excuse me for getting you off on that tangent. 

As I say, I just asked the question out of curiosity more than any- 
thing else. 

Mr. Dorrrer. It mi iy have been possible to give an answer had our 
investigation been « ‘ompleted at the time, but it so happens we are right 
in the midst of it at the time. 

Mr. Wiiuiams. The next question is this. Since the proponents 
of subscription television have insisted that their operations would be 
in addition to, and not in lieu of, free television, why did the FCC not 
limit subscription-television operators to the many UHF stations 
which have been contemplated by the Commission in many commu- 
nities, but for which no application has been filed as yet ? 

I think you have perhaps covered that ground pretty well, but I 
would like to receive a brief reply to this question of the chairman’s. 

Mr. Dorrrer. I would refer the committee to paragraph 71 and again 
it was facing up to the realities of the situation. 

UHF has an additional handicap in the lack of sufficient numbers 
of receiving sets and there is a general disposition on the part of the 
Commission, in order to make a meaningful test, it had better be 
opened up to both types of frequenci 1es. 

Mr. Witirams. Thank you, sir. 

Has the Commission ever held evidentiary hearings in the case of 
subscription television in the course of which proponents and no op- 
ponents have testified under oath and were subject to cross-examina- 
tion ? 

Mr. Dorrrer. No. 

Mr. WiurAMs. The next question: How come the Commission has 
just announced that it will soon hold oral hearings on network mat- 
ters before taking action in that field, and how does the network situa- 
tion differ from the subscription television situation ? 

Mr. Dorrrer. I think there is a substantial difference there. The 
network study report comprising over 1,400 pi ges, has some very sub- 
stantial factual information, so that we are 1 sadly to hold that type of 
hearing; whereas on the other hand there is a significant lack of fac- 
tual information in the proceedings to date regarding the subscription 
television matter. 
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So that again I repeat it as a question of timing as to when you hold 
the hearing. 

Certain it is that this Commission will hold an evidentiary type of 
hearing at the time that it feels it has or there are sufficient facts to 
warrant a thorough examination of it and an evaluation of it. 

I might add that we have a lot of facts about networking and now 
we want to examine it. We just haven’t got sufficient facts about 
subscription television. 

Mr. Wiiu1ams. Mr. Chairman, these questions were, as you know, 
left with me by the chairman of the committee. I shall not attempt 
to interrogate you specifically in connection with these, but in the in- 
terest of time I think perhaps it might be well just for me to ask you 
this question and let you state a brief reply and then we will go on 
through these so that we can get to the next witness if that is agreeable 
with you, sir. 

Mr. Dorrrer. It certainly is. 

Mr. Witu1aMs. The next question is this: 

Do you believe that the conduct of trial operations on subscription 
television is in the public interest ¢ 

Mr. Dorrrer. Yes. 

Mr. Wiuui1AMs. In that case if the trials prove that subscription tele- 
vision is profitable and that promoters ol mibenrintion television are 
anxious to carry on on a permanent basis, would that in itself be proof 
that subscription television is in the public interest ? 

Mr. Dorrrer. No. 

Mr. Witu1ams. What other criteria, then, would be decisive in deter- 
mining whether the permanent authorization of subscription televi- 
sion is in the public interest ? 

Mr. Dorrrer. How it got to be financially successful? One of the 
questions would be, How did it get to be financially successful? Did it 
implement some “dark” frequencies? Did it provide a supplemental 
program, or did it merely tend to take over popular programs, siphon 
off the talent, creative genius, and merely subject it to a pricing list? 

I think that those would probably be the questions which would be 
asked in any event, especially in those cases where subscription televi- 
sion operators were financially successful. 

We do not equate financial success of a subscription television broad- 
caster with what might be in the best interest of the public. 

There may be some similarity there, there may be some signs that it 
is in the public interest, but it certainly is not the same thing. 

Mr. Wiit1aMs. Is it correct that you have personally expressed the 
view in Commission opinions and in speeches recently that the Com- 
mission should not be concerned with the content of the ratio or televi- 
sion programs which are being broadcast? Did you get the question? 

Mr. Dorrrer. Would you please repeat that. 

Mr. Wiu1aMs. Is it correct that you have personally expressed the 
view in Commission opinions and in speeches that the Commission 
should not be concerned with the content of radio and television pro- 
grams which are being broadcast ? 

Mr. Doerrer. I do not think I made quite as categorical a statement 
as that. I am very happy to comment on my views of programs 

Mr. Beamer. Mr. Chairman, I think this brings back the very im- 
portant question that we have been raising constantly. If it is in the 
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public interest, certainly one of the public interests would be good 
programs and if it is going to be good programs, is it going to devolve 
on the Commission to be a censor or to be an arbiter in the case of 
establishment of good programs ? 

Mr. Dorrrer. Congressman Beamer, to encourage anything that 
would bring to realization good programing would not necessarily in- 
volve an exercise of the power of censorship. 

Mr. Beamer. It certainly seems to be in the public interest more than 
whether or not an entrepreneur makes any money out of it, the public 
interest of millions of listeners rather than 1 or 2 or 3 or 4 people 
who are promoting the idea. 

Mr. Dorrrer. The reason you and I are having difficulties in estab- 
lishing contact is because what is good programing is quite sub- 
jective. Itis rather illusive. 

We may come to an understanding of the mind if I use an illustra- 
tion. Asan illustration, the play My Fair Lady was used heretofore. 
You and I might agree that is good programing. 

Now, if that play gets on the air via subscription television, under 
circumstances which indicate that it would never have gotten on the 
air via a free television, then certainly we would have some criteria, 
some judgment. 

Now, it was not because we exercised any power of ae or 
that we exercised any power to get that on; that is just one of those 
things that developed. 

Mr. Beamer. Is it not true that at the present time if the listener 
does not care for Phil Silvers he can turn it off or if he likes him he 
can turn it on. 

Mr. Dorrrer. Yes. 

Mr. Beamer. That is free television ? 

Mr. Doerrer. Yes, it is free television. 

Mr. Beamer. If he pays 25 cents to see it he will feel cheated if he 
does not like it. Is that not going to devolve on someone makin 
certain that there will be reasonable assurance that there will be g 
programs for the price they pay ? 

Mr. Dorrrer. I would say it would be rather unrealistic for a sub- 
scription televiser not to offer programs that would appeal to the 
public sufficiently to motivate him in paying for it. 

Mr. Beamer. I do not want to pursue it, Mr. Chairman. I know 
the hour is getting late. 

Mr. Wuu1Ms. There is one more question applicable to this: 

What, in your opinion, would be the criteria to determine whether 
the content of subscription television programs is in the public in- 
terest ? 

To procede further : 

What guidelines, if any, does the FCC Act provide for such an 
evaluation ? 

Mr. Doerrer. I do not think, Congressman, we are in a postiion at 
this time to make a meaningful statement as to what the criteria would 
be. I think that under the crucible of experience we could probably 
submit to you some criteria. I tried to indicate that one of the criteria 
would be perhaps the airing so to speak, the televising of certain things 
which are not now on the air. 










196 SUBSCRIPTION TELEVISION 
To the man in the home that might be a professional football game 
or a prizefight that is blacked out. 

To the lady of the house it might be a Broadway play that she has 
wanted to see for years. The criteria I think will have to be applied 
in the context of a reasonable conclusion as to what comes on the air, 
which but for subscription television would not be on the air. 

Mr. Craven. I feel rather strongly on this particular question which 
involves the first amendment to the Constitution and I have always 
subscribed to section 326 of the act which reads: 


Nothing in this act shall be understood nor construed to give the Commission 
the power of censorship over radio communication or signals transmitted by any 
radio station and no regulation or condition shall be promulgated or fixed by 
the Commission which interfere with the right of free speech by means of 
radio communication. 

I think that is one of the cardinal principles of the act and I hope 
that the Congress will not ask this Commission to substitute its judg- 
ment in respect to the content of programs for that of the public. 

Mr. Wuu1aMs. I believe that is further modified to give the Com- 
mission the right to regulate the use of indecent language and to reg- 
ulate fraud in broadcasting. 

Mr. Craven. That is true. Moreover, the right of free speech under 
the Constitution as I understand it, does not give anyone the right to 
yell fire in a crowded theater. 

Mr. Witu1ams. Thank you, sir. 

The next question: Mr. Doerfer, do you and the majority of the 
Commission stress in the first report of the Commission and in the 
testimony during the last 3 days that the Commission would retain 
the powers to limit and, if necessary, to stop subscription television 
if the Commission found the operations were not conducted in the 
public interest ? 

May I ask you whether you feel that over the years the efforts of 
the Commission to control network broadcasting have proven success- 
ful so that the networks today are operating in the public interest ? 

Mr. Dorrrer. If I dared to answer that at this time I would prob- 
ably be prejudging the network study report. 

I think it would not be contrary to even the network study report 
to indicate that the networks have supplied this country with an ex- 
cellent program fare in the fields of entertainment, education, sports, 
news, public discussions, debate, political programing, candidates, and 
conventions. 

But it does not mean, of course, that the networks are perfect and we 
have no way of knowing whether or not there are still higher ceilings 
to their capabilities or the full expression of so-called indenendent 
stages. 

Mr. Witi1aMs. Do I assume that your answer tends toward yes? 

Mr. Dorrrer. Well, I may have been down to Washington too 
long. I am getting so I don’t want to answer yes or no, but I will 
accept that. 

Mr. WitiiaMs. Your answer tends to the affirmative side ? 

Mr. Dorrrer. Yes. 

Mr. Wuutams. That will obviate the other part of the question, 
so I will pass that. 

Mr. Doerfer, you have stressed in these hearings that the financial 
risks of subscription television will be entirely borne, as it should be, 
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by the promoters of subscription television. Do you think that the 
heavy investments which will be required to conduct these trials would 
be paid by the promoters if they did not think there was a reasonable 
chance not only of their recouping their investment, but also of making 
substantial profits on the investment ? 

Mr. Dorrrer. Well, the public would get some programs for its 

ains. I think perhaps the answer there would be that no one ventures 
risk capital without the expectation of not only recouping it, but get- 
ting it back with a profit. ; 

Mr. Witu1amMs. Would your answer tend to be affirmative or nega- 
tive? 

Mr. Doerrer. Affirmative. 

Mr. WicuiaMs. It would be affirmative ? 

Mr. Dorrrer. Yes. 

Mr. Witu1AMs. In that case let us assume that the trial operations 
might turn out to be not profitable for the promotion, or if profitable, 
that the FCC might refuse permanent licenses at the end of the trial 
period because the Commission might find subscription television not 
to be in the public interest. 

In that case of what use might be the thousands of decoders that 
the promoters would have produced for the purpose of the subscrip- 
tion television experiments 4 

Don’t you think that if the promoters are willing to invest their 
money into gadgetry necessary to carry on these experiments they 
might feel that if broadcast subscription television operation proves 
unsuccessful they at least can turn to wire subscription television 
touse this same gadgetry for still greater profits ? 

In other words, don’t you think that your authorization of trial 
broadcast subscription television is apt to promote in the end wire 
subscription television / 

Mr. Dorrrer. That certainly calls for a yes and no answer. J think 
this: that the decoder would not have to be used as such. Wired 
television would probably make use of the coinbox feature of such 
decoders and have the coinbox apparatus so equipped. 

I just think that those decoders so far as the entrepreneur is con- 
cerned would just be a dry well. And the public would probably have 
asufficiency of a noble experiment. 

Mr. Craven. I think that raises another question. If the Congress 
or the Commission does nothing with respect to subscription television 
by radio, it may give real impetus to subscription television by wire in 
which we set up a series of real monopolies. That is one of the prob- 
lems I think that rests before this committee of Congress to give con- 
sideration to. 

Mr. WititaMs. Mr. Craven, this question comes to mind: In the 
event of such a contingency, that is paid television by wire, decoders 
would not be necessary for that operation, would they ? 

Mr. Craven. Not necessarily so, depending on how they wanted to 
pay for it. Decoders as such in subscription television over broadcast 
channels may not be necessary by wire. 

Mr. Wirtams. Thank you, sir. 

Mr. Ler? 

Mr. Ler. May I add a word to what Commissioner Craven has said. 

At the conclusion of these hearings I wanted to just briefly mention 
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this development of the wire subscription basis which, of course, jj 
outside of our jurisdiction and concerning which I am certainly y 
expert, but it does occur to me that this is something very much jj 
front of this committee. 

In other words, if after your deliberations you would find tha 
subscription TV is against the public interest, and should be prohibj. 
tive, it would seem to me it would have to go further than prohibiting 
it on the broadcast band. 

Otherwise you would in effect be giving the go-ahead to the wire sys 
tem which I suspect is being held in abeyance now because of this w. 
certainty. 

It occurs to me that most of the evils that they see in subscription 
TV are equally present in the wire TV and by forbidding it only o 
the broadcast band you merely say the broadcaster may not engag, 
in it. 

Mr. Craven. That is brought about by one other development. I 
is possible that those who wish to reach the television receiver in the 
home or the cathode ray tube or picture tube in the home have to find 
ways and means to use the only picture tube in the home, which i 
contained in the receiver. Therefore, the impact of pay television 
by wire, upon free television can be very similar to the impact it might 
have by radio. 

The Cuarman. Gentlemen, let me thank each and every one of you 
very much for your patience and time and the information which 
you have given to the committee, and for the very fine record we 
have made from the panel discussions the last few days. 

I do not suppose I need to apologize for keeping you here this long, 
but I do say I wish we could have shortened it some. 


On behalf of the committee, I do want to thank you for the co-} 
operation which you have given us during these days of considera 
tion of this problem. 

Now, before we do conclude your part, is there anyone who wants} 


tosay anything else? 

If not, the committee will adjourn until 10 o’clock in the morning. 

I will say to Mr. Pierson that we are sorry that we did not 
get to you earlier, but I think it is so late in the evening it would be 
better to wait until in the morning. 

(Thereupon, at 4:05 p. m., the committee was recessed, to reconvene 
at 10 a.m., Friday, January 17, 1958. 
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FRIDAY, JANUARY 17, 1958 


House or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND ForerIGN CoMMERCE, 
Washington, D.C. 

The committee met at 10 a. m., in room 1334, House Office Building, 

ursuant to recess, Hon. Oren Harris (chairman) presiding. 

The CuarrMANn. The committee will come to order. 

The committee has a full schedule of witnesses today. It is m 
sincere hope that we can make some progress in order to get to ine 
of these witnesses who are here, some of whom cannot come back next 
week. We will endeavor to proceed and move along as expeditiously 
as we can. 

We have with us today Mr. Ted Pierson of the Zenith Radio Corp. 
Following Mr. Pierson will be the Honorable Paul Porter, of the 
International Telemeter Corp., and then Mr. James M. Landis, of the 
Skiatron Electronics & TV Corp. 

These are the people who are promoting what are referred to as the 
types of facilities that make so-called pay TV work, as I understand. 

We are, therefore, glad to have these people explain from their 
standpoint, what they have in connection with the program. 

Mr. Pierson, we are very glad to have you this morning. 


STATEMENT OF W. THEODORE PIERSON, ON BEHALF OF ZENITH 
RADIO CORP. 


Mr. Pierson. Thank you very much, Mr. Chairman. I have pre- 
pared a written statement which I have given to the clerk. I do not 
desire to read the written statement. I do ask that it be printed in 
the record after an oral statement that I would like to make. 

The Cuarrman. It will be received for the record. It will be your 
purpose to briefly outline the statement that you have presented, is 
; that true ? 
| Mr. Prerson. That is correct, Mr. Chairman. As the chairman has 
already indicated, I appear here as counsel for and on behalf of the 
Zenith Radio Corp., which is a proponent of subscription television, 
having invented and developed a system for use by television stations. 
We support unequivocally the report of the Commission, dated Oc- 
| tober 17,1957. It invited applications to use a limited amount of time 
| over a limited number of stations in a limited number of markets for 
a limited period of time, for the purpose of obtaining more reliable 
information on the nature and effects of subscription television. 

We propose to support applications for that authority by television 
stations which will contract with us to the use our system. The tests, 
as proposed by the Commission, will be the basis for an intelligent 


199 





200 SUBSCRIPTION TELEVISION 


judgment by Government as to whether subscription television sho 
expanded into a nationwide service, and under what conditions, 

Zenith proposes, as I stated before, to proceed with such limit 
initial operations, if permitted to do so in the reasonably early fut 

Twenty-seven years ago, Zenith set out to develop a means to q 
tribute box-office programs by television. I should perhaps def 
what I means by box-office programs. The term is used here to dj 
tinguish box-office programs from advertising programs. The bo 
office type are the programs that you have to leave your home, pay 
through a toll gate and pay a per capita admission price to see. The 
are programs that cannot be economically supported in terms of hoy 
rendition by advertisers. The other type of programs, advertisip 
programs, are the kind that advertisers find it within their reach 
supply, and they are now seen on television, and are supported sole 
either directly or indirectly, by advertising. 

Zenith intended at the beginning to develop a means to bring the 
box-office programs into the home. It never intended, and does 1y 
propose, to provide a means by which the public can be made to 
for programs which would otherwise be free. The oft-repeated stat 
ment here in the last 3 days was all too clear to us 27 years ago. Yo 
simply cannot make the public pay for something they can get fre 
After 20 years in the laboratory, Zenith sought to enter the mark 
place, having perfected its invention, but since the use of radio 
quencies was involved, prior approval of the Government was 
quired. The law, as we read it, gave the Commission jurisdiction ovg 
classifying radio frequencies and licensing those frequencies f 
various uses. Our examination persuaded us that the FCC was ty 
obvious forum. 

We started or initiated our request before the FCC in 1951. Vf 
have made some progress, but we are still in Washington and 
are not yet out of the laboratory. We initially sought, in 1951, tl 
same unrestricted access to the market place that the motion-pict 
theaters have, and that television advertisers have. While we prope 
to use the public domain, so do they. We found no distinction ina 
rights as compared to them. But our opponents before the Commis 
sion created tremendous uncertainty by their arguments as to th 
nature and effect of subscription television upon the public, and th 
nature and effect of subscription television over existing means ¢ 
communication; namely, advertising television. 

We finally, after 6 years, accepted a tiny and temporary stall int 
market place in order to try to determine for ourselves and the Gover 
ment, and for the public, whether 27 years of effort had borne aij 
fruit in terms of public service. 

Our opponents say that we must be denied even this right. I fa 
to find any precedent in American history for such a prohibition 
a new business or invention. What we propose is not criminal i 
nature. What we propose is to have the opportunity to expand tl 
value of television as a means of carrying visual events and entertail 
ment to the people. 

I know of nothing that we have done that puts us in the categot 


of a narcotics peddler, and obscenity purveyor, or Murder, Inc., ef 


cept one thing, perhaps: We have upset the contentment of two tt 
mendously powerful and entrenched groups. They are the motid 
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picture theaters, and the television networks. These two groups, 
either singly or in combination, possess the most powerful political 
instruments imaginable. And they have pulled out all the stops on 
us. That we are as far out as we are today, confirms what some 
cynics have c: alled our naive faith in the justice of our Federal Gov- 
ernment. We have not lost that faith. 

We do not apologize for upsetting their contentment. It is a typi- 
cal occurrence in American economic life that the new constantly 
upsets the old. That, almost by definition, is what we call free Ameri- 

‘an enterprise and competition. Since I will not have an opportunity 
to reply to our opponents, and while their statements or critcisms are 
not yet on the record, they are rather well known, unless they have 
devised some new ones since their last publications, which were just 
this week. I am going to do something that is perhaps unpardonable 
as an advocate and that is to try to anticipate the arguments and at- 
tempt to answer them in what is apparently my only opportunity to 
doso. They say that we will destroy what they call free television—— 

The Cuairman. Mr. Pierson, since you made that statement for the 
record, I think it should be very clear that there is no difference in 
the procedure that we have followed here and what has been followed 
throughout. That is, to have the Government agency involved here, 
which has been done with the Commission, giving all views and all 
sides, and those proponents of a particular proposal, as your company 
and other are. 

That is the usual procedure, and I would not want the record to 
contain an inference such as you just made, that anything was out of 
line with respect to the established procedure today. 

Mr. Pierson. Mr. Chairman, I would not want the record to con- 
tain any such implication because none was intended by me. 

What I was doing was apologizing for taking up the opponents’ 
arguments before they made them. I understand it is the normal 
committee procedure, and I have no criticism, obviously. 

The Cuatrman. I did not want the record to stand as you had left it. 

Mr. Pierson. The first thing that they say is it will cause the de- 
struction of free TV if we have a nationwide system of subscription 
television, what they call siphoning. They say that our revenue, and, 
therefore, our economic bargaining power, will be so great that we 
will be able to pay more money for the talent and programs, and other 
means that advertising television now has, and that they will be so 
poor in comparison that they will not be able to meet that competition. 

They say also that by the very fact that we introduce a new pro- 
gram in any given market, that this will make fewer people available 
to listen to their programs which are already there. 

They say also, the networks do, that subscription television on a 
nationwide basis would create interference with network clearance of 
stations all over the country for advertisers. And then they say 
finally that we will preempt the prime evening hours, I would like 
to deal with those contentions in inverse order. Their contention that 
we will preempt prime evening hours could not possibly happen dur- 
ing the 3-year period that the Commission has authorized. And 
whether this will in fact happen will be, I think, fairly well indicated 
during the 3-year tests authorized by the Commission. 
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It cannot be determined now. But let’s examine what the Com- 
mission has permitted us to do the next 3 years, They have limited 
us to four station markets. That means that we cannot go in any 
market in which there are less than four stations. The networks, 
their advertisers and other advertisers, have tied up completely, at 
the present time, by contract and otherwise, three stations in every 
one of those markets. We can only use the nonnetwork, independent 
stations that are either barely profitable or not profitable at all, be- 
cause not even an independent station is going to clear profitable 
commercial time to take a risk in a test market on subscription tele- 
Vision. 

I submit that under these circumstances, which are known facts, 
it is impossible in 3 years’ time to take over the prime evening hours 
from the networks or from profitable stations. 

I say it is further impossible for us to ever do it, because if it be- 
came clear to the Commission of this Congress, that this would be 
the result after getting experience in the test, you would prohibit it 
or impose regulations that would prevent it. It is likewise impossible 
for us to cause time clearance difficulties for networks, The networks 
have a very tight grip over practically every station in the country. 
This boast was made by the networks as recently as this week in the 
CBS statement that was released to the press, and which I am sure 
found its way to the hill. This tight grip of the networks has been 
the subject of three Government reports, in which drastic changes 
were proposed. One is the so-called Barrow report. Another is a staff 
report of a Senate committee, and the third is a report of Mr. Celler’s 
Subcommittee on Antitrust Matters. We are not here suggesting that 
their grip be loosened. We take no position with respect to those 
reports. We do feel that television as an advertising medium have 
the capacity to efficiently clear time for national advertisers, and we 
want that to continue because we are a substantial national advertiser 
ourself. 

We only want to use the stations that they have no use for, and they 
are very few and far between. But we are willing to proceed and 
risk our money on what is left over after they have completed their 
use, 

On the other claim that they made, that we would reduce their 
audience, I have to admit that if we introduce a new program in any 
market in which they are now operating, if we have any success at all, 
there are going to be less people in the aggregate to look at the pro- 
grams that are already there. 

This is what happens every time you add a new television station 
to the market. It is what happens any time a new network goes into 
a market. It is what happens any time a new advertiser puts on a 
new program. In other words, this is competition. This was the 
intent of the act, as I understand it, that as much as possible should 
be given to the people and they should be permitted to choose. The 
law was not protecting anyone by virtue of having been there first, 
from having his audience split up by some new program that the 
people might prefer to look at instead of the one that is already there. 

Their first and primary argument is the argument on siphoning. 
They have borrowed a word from the field of physics and upon this 
catch phrase have principally built their contention that toll TV 
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would Gapeive the public of all or nearly all of the programs that 
can now be received without direct payment. They cleverly induce 
the public to accept this siphoning phenomenon as though it were 
a demonstrated and known truth. It is not even as well demonstrated 
as the gremlins that plagued the British fliers in World War II. It 
is a hypothesis based upon assumed and imagined facts, and, like all 
hypotheses, it has no validity as truth until its factual predicates are 
established through testing and experience. 

That is precisely what the Commission proposed to do. This test 
is looked upon by most people as an opportunity for us to show what 
we can deliver. It is also an opportunity for them to prove and test 
their hypothesis, which they apparently haven’t enough faith in to be 
willing to try. 

They reached this conclusion of siphoning as follows: They say that 
toll TV will have more revenue with which to buy the present type 
of TV programs and its talent than advertising TV will have. They 
haven’t proven this, not even a hint of this have they proven, because 
this conclusion requires that they predict the total amount of revenue 
that advertising TV will have; the total amount of revenue that toll 
TV will have; and then estimate the allocation out of that total 
revenue that will be budgeted for programs for advertising and pro- 
grams for subscription television. 

They would have to do that in order to determine that we would 
have more money available for their type of programs after we have 
bought the toll programs than they have. 

Since advertisers are now spending at the rate of $114 million a 
year on television, we might not hazard too much to try to estimate 
the advertising revenue from television over the next 3 to 5 years. 
Perhaps we could apportion a part of that to program costs, or money 
that they would have available out of that to purchase programs. 
But in the past, such predictions by so-called experts have varied 
widely. This computation, even of predicting advertising revenues, 
and how much would be allocated to programs, at best can only be a 
guess, in which imagination and self-interest have a tremendous 
amount of room. 

But imagination and self-interest have no restraints of experience 
and knowledged in predicting the revenue of toll TV. We do not 
know how many people will subscribe to the service. There have been 
many, many polls. The polls have varied from 3 to 90 percent. Only 
by actual operation that presents actual toll programs at a specific 
price in competition with the fare of advertising television, can we 
begin to predict how many patrons we can expect. 

We do not know how much subscribers will be willing to pay per 
week. We do not know what programs subscribers will pay for, and 
what programs they will refuse to pay for. 

We do not know the physical cost of constructing and operating 
toll TV facilities, because these estimates must be based upon whether, 
and to what extent, mass consumption, mass production, and mass dis- 
tribution can be achieved. 

Until we know where we are between 3 and 90 percent of the people 
supporting us, we cannot determine whether we really have a mass 
media or a specialized media that is almost tailormade for a few peo- 
ple. Without the foregoing knowledge, I submit that no one, not 
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even the networks and motion-picture theaters, can even make a wild 
guess‘as to how many people will subscribe, how much subscribers 
will pay per week, what programs they will pay for, what the toll 
programs will cost us, what the facilities will cost us, and what our 
total revenues will be, and what profits, it any, we will have. With 
no reliable facts or experience, on these points, our opponents say that 
our financial bargaining strength will be vastly greater than theirs, 
and we will pirate their programs and talent. 

Remember, this hypothesis of siphoning was the premise on which 
our opponents based their conclusion that the public would lose all or 
nearly all of their free programs. Should the Commission accept this 
wild, imagined, and selfish and untested hypothesis of our opponents 
as truth and fact and deny a new business and new invention the right 
to enter the market place? Can a body constituted to act on expert 
knowledge and understanding do anything less than get expert knowl- 
edge and understanding through experience ? 

I submit if you have not given the Commission the power to do this, 
then you have limited them in their actions, to reaching decisions on 
the basis of hypothesis, speculation, and conjecture; denied them the 
right or ability to get experience in the field in which they are sup- 
posed to be experts, and left them to pure realm of metaphysical 
thought to determine what their actions should be. 

I am satisfied that Congress did not intend that the Conmission 
should be so limited in trying to obtain knowledge and understanding, 
and exercise expert judgment with respect to the matters that came 
before it. 

[ said earlier that Zenith has never intended or proposed to develop 
a means that would make the public pay for something they can get 
free. It does not now propose to be a party to any such system. Ze- 
nith is a manufacturer of radio and television sets, and of hearing 
aids. Its business is built up on the mass distribution of those prod- 
ucts. Zenith’s basic business would be tremendously hurt if subscrip- 
tion television had the result of reducing the demand for the product 
that is its principal business. Furthermore, Zenith is a national ad- 
vertiser. It believes that television is a tremendously and most effec- 
tive advertising means. It just recently spent $1 million to bring 11 
football games, along with 3 other advertisers last season, to the Amer- 
ican public. It believes in that medium and it uses it. And because 
we believe in it, and because of some of the fears that we entertained 
about subscription television, and because, also, of some of the claims 
that were made against it, in our initia] comments at the Commission 
we suggested that in connection with a nationwide authorization, that 
the Commission impose a general requirement upon all licensees who 
were granted the authority that their toll broadcasts would consist 
only of box office programs. I previously defined that term. We also 
suggested that the Commission limit any station who had the authority 
to 15 percent of his time for toll broadcasts, thus insuring that 85 per- 
cent of the time of every station that has such an authorization would 
be for free or so-called free programs. 

We asked that the Commission continue this requirement upon 
broadcasting licensees to present balanced programs. This the Com- 
mission included in its first report. We requested that the Commis- 
sion prohibit advertising of any kind on toll programs. We still pro- 
pose and will continue to propose that any nationwide authorization 
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be permitted only under such conditions which will make piracy of ad- 
vertising programs impossible. This is fully within-the power of the 
Commission to do, and, to us, it is essential as a matter of our own 
interests. 

The Commission in its report did not reject these conditions for na- 
tionwide operation, but deferred their exact specification and framing 
until more definite information could be obtained on the nature and 
effect of subscription through trial operations. If Congress prohibits 
subscription television, as several pending bills propose to do, it will 
once and for all have decided that the only broadcast programs that 
can ever be received over television receiving sets in the home are those 
that advertisers are willing and able to pay for, regardless of what the 
viewers are willing and able to pay for. This, in our view, destroys a 
great part of the value of the medium to the public, because it is a 
means of mass distribution of visual entertainment and events. This 
would be done if the Congress did it or if the Commission did it, on 
the basis of conjecture, speculation, and self-serving predictions of 
entrenched and vested interests. It would be done with no serious 
attempt to obtain knowledge of subscription through experience. 

It would imply that the public is unable to decide for itself the 
composition of its television service. It would imply that Congress 
and the Commission are powerless to control, short of absolute pro- 
hibition, the course of this business. It would imply that if the Com- 
mission has exceeded its powers, the judiciary would not, upon review 
at the instance of our opponents, require it to act according to law. 

I submit that no such series of cynical determinations are justified. 
But the action at this point preventing television stations from prac- 
ticing subscription, would not only reach a new height in cynicism on 
public intelligence and governmental responsibility, it would also be 
a new height of futility. 

I take it that the only reason that the Congress or the Commission 
ever would take such a step would be to save our present system of 
advertising television, the so-called free programs. Remember, there 
are two forms of subscription television. One is wire, and the other 
is wireless. What the Commission has considered, and what the 
Commission’s approval is required on, is only the wireless. No Fed- 
eral approval is required for wire. 

Wire television is already here. Its tests and experiments have been 
going on for a substantial period of time, and I believe there are over 
200 cities in the country where proposals have been made to install 
wire systems. 

As a matter of fact, our opponents, the motion-picture theaters, have 
been the prime entrepreneurs of those wire systems, and the prime 
proponents of them. 

NBC and CBS have been among those who have asserted time and 
again that the allowance of subscription television on television sta- 
tions by the Commission would deprive the people of free programs. 
I am not certain it has come to the attention of this committee, how 
they feel about wire programs, but I received a statement published by 
CBS this week, a gray booklet that I am sure has received substantial 
circulation down here, entitled “Free Television and the American 
People.” 
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They dealt with this problem in this booklet. At page 21, if you 
have your copies, it says as follows: 


Because available programs and talent could be bid away from free television, 
a system using either the air channels or direct wire would ultimately absorb 
virtually all the best of nationwide television programs. 


That was the conclusion of CBS on January 14 of this week. Last 
fall, on October 23, 1957, Robert Sarnoff, president of NBC, made a 
speech i in Pittsburgh, from which it is clear that he agrees with CBS 
and their analysis ‘of the lack of distinction between the public effects 
of wired and wireless subscription television. 

He there stated as follows: 


As far as the practical effects on the public are concerned, we see no difference 
between the two systems. If either becomes established, the end result, I believe. 
would be the replacement of a broad base, free service by a narrower service 
with a price tag on it. 

If you hinder or prohibit toll TV by television stations more than 
we have been hindered thus far, you are not saving the public from 
the harms our opponents conjure up. You are merely deciding that 
the theaters and their wired systems should be the ones to do it and 


reap the rewards. 

Now, in fairness and equity, and how as a matter of equal protec- 
tion of the laws, can you interfere with us and not our wired 
competitors. 

Mr. Chairman, that completes my oral statement. 

(The prepared statement refer red to follows :) 


STATEMENT OF W. THEODORE Prerson ON BEHALF OF ZENITH Rapio Corp. 


Zenith Radio Corp. submits the following statement in response to this com- 
mittee’s request for information on subscription television. 

We appear to support without qualification the report of the Federal Com- 
munications Commission dated October 17, 1957, authorizing demonstrations of 
subscription television. 

Zenith’s interest in this proceeding arises from the fact that it has pioneered 
the concept of subscription television for a number of years and has invested 
millions of dollars in research and development of this proposed new service 
to the public. In developing subscription television, Zenith acted upon the 
basic premise that under our American system of free enterprise, it would be 
permitted to offer its new invention and service in the television market place so 
that the public, itself, could act as the ultimate arbiter as to whether it would 
accept or reject subscription. After more than 6 years’ consideration, the Fed- 
eral Communications Commission on October 17, 1957, offered us and other 
proponents the opportunity to give field demonstrations under highly controlled 
conditions in three four-station markets for the purpose of testing public reac- 
tion and demonstrating the manner in which subscription might serve to sup- 
plement and augment existing television service. Essentially, this Commission 
action constituted little more than a realistic effort to obtain reliable facts on 
the nature and public acceptability of subscription broadcasting as a basis for 
such further action it or the Congress might desire to take. 

Zenith has accepted this challenge and is preparing to go forward with field 
demonstrations, since it believes that such demonstrations are the only method 
by which public acceptance and the benefits of subscription television may be fac- 
tually and realistically demonstrated. Despite the limited nature of the field 
demonstrations designed to provide some empirical basis for determining the 
value of subscription, various vested interests have come before this committee 
and requested that subscription be denied the right to conduct even the limited 
field demonstrations authorized for the purpose of testing its potential. This 
proposition that the public be arbitrarily denied the right to even sample a new 
product or service is so foreign to the American concept that we cannot conceive 
Congress entertaining it seriously. If the day should ever come when our Gov- 
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ernment arbitrarily prevents private enterprise from trying new inventions, ideas, 
and services in the market place, the creative impulse generated by our competi- 
tive system will stagnate and disintegrate. We are unable to believe the Ameri- 
can public or its representative government has lost faith in the free enterprise 
system to the extent that Government will not trust the public to determine 
whether it likes or dislikes a new and competitive product or service offered to it. 


HISTORY OF THE PROCEEDINGS ON SUBSCRIPTION TELEVISION 


At the outset, we would like to briefly reply to the charges of certain opponents 
that the Commission’s action in permitting limited field demonstrations of sub- 
scription was taken with undue haste or without due deliberation. We believe 
that this charge is effectively refuted by the following recitation of the lengthy 
and comprehensive proceedings which preceded the Commission’s authorization 
of field demonstrations of subscription on October 17, 1957: 

1. In 1951 the Commission authorized Zenith to conduct a highly limited 
90-day commercial demonstration of subscription television in Chicago with 
300 subscribers. This limited test indicated a high degree of public ac- 
ceptance. 

D. In February 1952, Zenith filed a petition requesting the Commission to 
authorize subscription on a permanent nationwide basis and supplemented 
this 1952 petition with a substitute petition filed in November of 1954 bringing 
its previous request up to date. 

8. On February 11, 1955, the Commission instituted a rulemaking hearing, 
pursuant to which it invited comments by all interested parties on the ques- 
tion of whether and how it should authorize subscription television. Pursu- 
ant to this invitation, over 25,000 parties filed comments and reply comments 
in June 1955 and September 1955. 

4. On May 23, 1957, the Commission requested certain additional informa- 
tion directed to the question of the nature of a limited field demonstration 
which the proponents of subscription would be willing to undertake in order 
to produce additional facts prior to any final determination by the Commission 
as to whether subscription should be permitted on a permanent nationwide 
basis. Such additional information was supplied by various parties in com- 
ments filed during July of 1957. 

5. As a result of the subscription rulemaking hearing, comments were filed 
by interested parties which fill over 85 volumes of the Commission’s docket 
and which, if piled one on top of the other, would represent a mass of techni- 
cal, economic, and programing data over 20 feet high. 

6. Also, during the pendency of the proceedings before the Commission, 
the Senate Committee on Interstate and Foreign Commerce during the 2d 
session of the 84th Congress conducted a lengthy and thorough investigation 
of subscription television, the printed record of which runs over 450 pages in 
length in addition to thousands of additional pages of exhibits incorporated 
into the committee record by reference. 

Thus, it was only after more than 6 years’ consideration that the Commission, 
with this tremendous record compiled as a result of its own and the Senate com- 
mittee hearings available to it, authorized a highly controlled field demonstration 
of subscription on October 17, 1957. We do not believe that the most prejudiced 
opponent of subscription can logically contend that under these circumstances the 
Commission acted precipituously in authorizing field demonstrations of sub- 
scription, particularly in view of the carefully hedged controls the Commission 
placed upon such demonstrations. 


THE COMMISSION’S DECISION OF OCTOBER 17, 1957 


In authorizing field demonstrations of subscription, the Commission, in a 
highly articulate decision, considered at length the widely divergent claims and 
views of both its proponents and opponents. The Commission concluded, however, 
that despite the thousands of pages of economic projections, program analyses, 
and other estimates and claims, the record did not contain sufficient demonstrable 
facts to permit it to reach any final definitive decision. It reached the wholly 
logical conclusion that without the benefit of any actual operation of subscrip- 
tion, it could not judiciously determine the validity of the arguments for or 
against subscription. It, therefore, adopted a moderate course and concluded 
that it would permit limited operations for the purpose of obtaining facts and 
until such facts were obtained, it would reserve its final judgment whether sub- 
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scription television should be authorized on a permanent nationwide basis or 
should be prohibited. As stated by the Commission, these field demonstrations 
would give the public the opportunity to register its reaction—favorably or other- 
wise—to what subscription might have to offer, would give the Commission 
empirical data upon which it could base a sound judgment as to whether sub- 
scription would improve or impair service to the public and, finally, would give 
the Commission a factual basis for determining whether and to what extent sub- 
scription television service might call for the imposition of additional controls 
or require supplementary legislation by Congress. Thus, the sum and substance 
of the Commission’s authorization of field demonstrations of subscription was 
based upon the irrefutable premise that neither it nor anyone else could judge 
subscription in a vacuum and that, therefore, the proponents of subscription 
should be afforded at least a carefully circumscribed opportunity to demonstrate 
under actual operating conditions the capacity of subscription to render a useful 
service to the public. 

The highlights of the controlled and limited conditions under which the Com- 
mission has stated it will permit field demonstrations in order to obtain actual 
and demonstrable operating facts are as follows: 

1. Any trial market selected for subscription operations must have at least 
4 television services available in order to assure that if 1 station is carrying 
subscription programs during a particular time period, the public would 
have the option of watching so-called free television programs on the other 
stations. 

2. The number of markets in which demonstrations would be permitted 
would be limited to three for each technical system. Since 3 technical sys- 
tems submitted concrete proposals to the Commission, this limitation on the 
number of markets means that the trial demonstrations will in all prob- 
ability be limited to 9 markets at the most—3 for each of the 3 known systems. 

3. The initial authorization of field demonstrations under the above limita- 
tions would be limited to a 3-year period, after which the Commission would 
conduct further hearings and on the basis of the facts produced by such 
demonstrations, would reach a definitive conclusion whether the authoriza- 
tion of subscription television should be permitted on a continuing and 
extended basis or whether it should be terminated. 

It is difficult for us to conceive how this extremely cautious and well-hedged 
approach of the Commission can be seriously challenged. The field demonstra- 
tions will be restricted to a few markets and will be under the constant control 
and supervision of the Commission. It is the Commission’s statutory duty to en- 
courage and promote new and more efficient uses of the spectrum by the public. 
If nothing new can be tried, even under the supervised circumstances the Com- 
mission has stated it will permit demonstrations of subscription, solely because 
of vague and controversial conjecture, all progress must end. 

No matter what speculative hypotheses the opponents may present against 
subscription, these opponents cannot factually demonstrate that the dire conse- 
quences they predict can possibly flow from the highly limited field demonstra- 
tions authorized by the Commission. The most that these opponents are able to 
allege is that if even highly controlled and restricted field demonstrations once 
start, neither the Commission nor Congress will have the power, courage, or intel- 
ligence to stop it if it impairs rather than improves service to the public. How- 
ever, if any substantial impairment of service should flow from subscription, it 
is all too apparent that if the public will be as badly injured as our opponents 
claim, both the Congress and the Commission have the power, the courage, and 
the intelligence to act. Moreover, even if Government hesitated to act, an out- 
raged citizenry could soon force the termination of subscription since the public 
will have full power to reject subscription, if it does not find it to be beneficial 
and valuable, through its direct control over its purse. Thus, if. given the op- 
portunity, the public rejects subscription television, the only persons who will 
be injured will be those private entrepreneurs who are willing to invest millions 
in their belief that they can offer a new service of value which the public will pay 
for. The almost hysterical pleas of our opponents that the public cannot be 
trusted to accept or reject subscription television on its merits is a sad com- 
mentary upon their faith in the intelligence of the American consumer. 


THE WAYS IN WHICH THE PUBLIC MAY BENEFIT FROM SUBSCRIPTION OPERATIONS 


It has become increasingly apparent that a national television system relying 
solely upon advertising revenues for support will be comparatively restricted in 


a7 Oo nmoco 8 


—_ ~~ Pe or A cr oF Om 


a 





SUBSCRIPTION TELEVISION 209 


scope both as to the number of stations it will support and the quality of the 
programs it can present. Irom a national industry viewpoint, this economic 
crisis is manifested by the following facts: 
1. Over 70 percent of the more than 2,000 channels which the Commission 
has made available to television remain unused. 
2. Over 75 percent of the 1,238 communities to which the Commission has 
allocated channels have no local television stations. 
3. Fifteen to twenty-five million of the American public receive no televi- 
sion service whatsoever. 
4. There is only 1 local service available in over 60 percent of the 323 
communities that now have television stations. 
5. In the past 5 years 85 UHF and VHF television stations have gone 
off the air because of inadequate economic support and program resources. 

It is apparent from the above facts that there is substantial room for growth 
in our national television system. However, the most recent estimates indicate 
that our national television system has reached the peak of its growth for the 
foreseeable future so long as it must rely upon advertising revenues alone. In- 
deed, a CBS economic adviser has estimated that a national television system 
relying upon advertising revenues alone for support cannot support more than 
588 television stations. Subscription is the only proposal which has been made 
which would provide additional revenues for the support of a more expanded 
national television system. 

The economic problems facing the television industry have led two congres- 
sional committees and a special Federal Communication Commission study 
group to express concern over the concentration of control which is developing 
in the field of television because of the limited number of stations, and the con- 
sequent lack of competition during the year 1957." All three conclude that under 
current circumstances, a network affiliation is virtually indispensable to the 
success of a television station and that, with the exception of a few of the largest 
cities in the country, stations unable to secure a substantial amount of network 
programing have found survival difficult, if not impossible. Furthermore, net- 
work programing is highly restricted in the number of markets it will assist, 
since national advertisers seldom go beyond the top 100 markets in broadcasting 
their network programs. The result has been that the television broadcast indus- 
try has fallen into the oligopolistic control of the 3 television networks—ABC, 
CBS, and NBC—with the consequence that a few top officials of these 3 networks 
in New York determine in large part what the public may or may not see on 
their television receivers. Subscription will afford television stations an alter- 
native to economic survival and good programing other than network affiliation, 
thereby not only increasing the number of television stations beyond the limited 
number the networks now need or predict they can ever use in the foreseeable 
future, but also breaking down the oligopolistic concentration of control over 
what the American public sees which now exists. 

One of the major benefits which will flow directly to the public is that sub- 
scription will give the public for the first time a direct and controlling voice in 
at least some of the programs which it receives, rather than leaving the selec- 
tion entirely to the whims and caprice of the advertising agencies and a few net- 
work officials in New York City. The sole purpose of subscription television is 
to supplement and augment the free television programs now on the air with 
programs of box office quality, such as newly released feature-length motion 
pictures, Broadway plays and similar events which are not now available on 
free television and for which the public now pays a direct charge to see away 
from home. Subscription television can make these top box office attractions 
available to the public in their homes at a substantially lower cost and at a much 
greater convenience than is now possible and will therefore broaden the base 
for such attractions to the majority, rather than the relatively few who now 
have access and can bear the cost and inconvenience of viewing box office attrac- 
tions outside their homes. It is not a criticism of advertising television to state 
that it does not offer the public this type of box office program. Obviously, no 
advertiser could afford to pay $5 million or $10 million merely to show one 90- 
minute feature-length motion picture of recent release, such as “The Ten Com- 
mandments,” “Raintree County,” or “Around the World in 80 Days.” However, 


1Report of the Senate Committee on Interstate and Foreign Commerce, 85th Cong., 
1st sess.: report of the Antitrust Subcommittee of the House Committee on the Judiciary, 
85th Cong.. Ist sess.: and the report of the Network Study Staff of the Federal Communi- 
cations Commission, the latter report which was made with funds especially provided by 
Congress for that purpose. 
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there is no reason whatsoever why the public should not be permitted to see such 
multimillion-dollar attractions on their home television receivers by paying a 
small fee for the entire family which would probably be less than the price of 
a single admission at the theater. 

There has also been a trend over the past few years to restrict the televising 
of many premiere sports events because the price the advertisers will pay does 
not make up for the loss of gate attendance or because theater television is ing 
position to pay more than the advertisers will pay. This trend is indicated 
by the following examples: 

1. Since 1951 the majority of heavyweight championship fights were not 
telecast and champions in other weights such as Sugar Ray Robinson haye 
generally refused to permit their matches to be televised. 

2. During the past few years the Kansas City Athletics and the Milwaukee 
Braves have permitted no television coverage whatsoever of their games, and 
the owners of the Dodgers and Giants have recently announced that upon 
their move this year to Los Angeles and San Francisco, they will no longer 
permit free TV coverage of their games. The Pittsburgh Pirates permitted 
the televising of only 24 of their games during the past season. 

3. During the past football season the NCAA permitted national telecasts 

of only 11 college games and limited regional telecasts of 12 other games, or 
a total of 23 games for the year. Under the present NCAA rules, over 9 
percent of all college games cannot be televised under any circumstance. 

4. Professional football has generally permitted the televising of out-of- 
town games but prohibited TV coverage of home games within a 75-mile or 
100-mile radius because of the consequent loss of gate attendance. 

Two very recent events underscore the benefits which the public would receive 
if premiere sports events and home games not now available on home television 
could be televised by subscription. In the recent playoff game of December 8, 
1957, between the San Francisco Forty-niners and the Detroit Lions in San 
Francisco, the game was not permitted to be televised in San Francisco because 
of the league rules preventing the televising of home games even where the 
stadium is sold out. Newspaper accounts reported that as a result, between ten 
and fifteen thousand San Francisco area fans traveled all the way to Reno, Nev., 
in order to see this game on television over Station KOLO-TYV in Reno. It isa 
fair assumption that if ten to fifteen thousand San Francisco area football fans 
were willing to travel all the way to Reno, Nev., to see the San Francisco-Detroit 
playoff game on television, they and many thousands more San Francisco area 
citizens would have been willing to pay a small charge of 50 cents or a dollar 
to see this game in the comfort of their homes. 

Similarly, the Detroit-Cleveland national football league title game played on 
December 29, 1957, was completely sold out at the stadium but because of the 
restrictions on telecasting of home games, was not televised in Detroit despite 
a loud public clamor and even the intercession of a United States Senator from 
Michigan. Commissioner Bert Bell, in refusing to permit this title game to be 
televised in Detroit, stated that it would not be fair to sell a portion of publie 
tickets and make them come to the stadium to see the game and then permit 
other people to stay in the comfort of their homes and watch it for nothing, 
He indicated that if such a policy were once started, in cases where the stadium 
was sold out, there would be a tendency in the future for everyone to wait and 
see whether it was going to be televised before purchasing tickets. If subscription 
television is the only way that a home game such as this title game could be 
seen by the millions of Detroit area residents who could not otherwise see it, 
we submit that subscription would add substantially to the enjoyment and 
service which they could expect from the ownership of their television receivers, 

Aside from the direct effect upon the gate attendance of the teams involved, 
telecasting has served to undermine the entire financial structure of many organ- 
ized sports at the lower level. Two striking examples serve to illustrate this 
point: 

1. In pretelevision days, there were nearly 150 local professional boxing 
arenas in the United States using 1,500 to 2,000 boxers in weekly bouts staged 
before paying audiences in local arenas. Today there are fewer than a 
score of local boxing clubs with an average of 10 professional boxers each 
who are fighting before local arena audiences. 

2. In the past 5 years the televising of a few major league games into 
minor league communities has resulted in over a 50 percent casualty in the 
minor leagues, the number of such leagues having been reduced in this 5 
vear period from 59 to 28. 
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In view of these startling casualties in organized sports, the question at this 
point is not so much whether sports will continue free on television, but whether 
organized sports will survive at all unless they receive a new source of revenue 
such as would be possible through subscription in order to develop and train 
young and competent contenders and players. As former Senator Edwin C. 
Johnson testified in hearings before the Senate Committee on Interstate and 
Foreign Commerce on subscription television during 1957, from his experience 
as president of the Western Baseball League, the existence of strong minor 
leagues was essential to the existence and quality of the major leagues and if 
the minor leagues were killed because of unlimited televising of major league 
games in minor league communities, the whole system of organized baseball 
and other sports must of necessity degenerate in quality, which can only mean 
a general loss of public interest. 

While subscription television could make available to the public in their 
homes many premiere sports events such as heavyweight championship fights 
and home games which are not now available, it does not follow that all sports 
events could utilize subscription to an advantage. Run-of-the-mill boxing 
matches between comparatively unknown contenders such as are now shown 
weekly under advertiser sponsorship would probably continue to be broadcast 
without charge even if subscription were authorized because of a natural public 
reluctance to pay for such fights and, further, because the advertisers would 
probably pay these comparatively unknowns as much or more than they could 
expect to receive if their programs were broadcast by subscription. Further- 
more, there will always be a saturation point for the number of sports events 
which can be carried via subscription and, therefore, many sports events would 
continue to be carried under advertising sponsorship, since the teams involved 
could probably receive more from advertising sources than they could from 
subscription. As an illustration, many organized sports might tend to broad- 
east their home games via subscription but permit their nonhome games to be 
televised under advertising sponsorship. This combination of having home 
games carried by subscription and nonhome games broadcast under advertising 
sponsorship might in many cases produce more income for the team involved 
than an attempt to broadcast both its home and out-of-town games entirely by 
either subscription or under advertising sponsorship. 

An important factor which is often overlooked in evaluating subscription tele- 
vision is that under our American system of broadcasting, programs must be 
brought to the public by private enterprise operating under a profit system. It 
is, therefore, axiomatic that private enterprise will produce and broadcast pro- 
grams to the public only if it is able to make a profit out of so doing. Pro- 
fessional football and baseball teams cannot be compelled to permit the tele- 
vising of their games free to the public unless they receive adequate compensa- 
tion therefor. Nor can colleges be forced to permit the unrestricted broadcast 
of their sports events if it is to their detriment to do so. Nor can the producers 
or Broadway plays or multimillion-dollar feature-length motion pictures be 
forced to release their products to the public on a nonprofit or loss basis. On 
the contrary, if the producers of high-quality program products are prevented 
from receiving adequate compensation for their programs, these producers 
simply will not release them to the public for viewing on their television sets. 
It follows that if a national television system cannot derive enough revenues 
from advertising to make a profit, the number and quality of programs supplied 
to the public will necessarily be limited. The public, therefore, has the choice 
of either going without certain high-quality programs which advertising cannot 
support or of supporting such service directly through subscription television. 
The public has no more right to receive any and all types of entertainment 
free of charge than it does to walk into a motion picture theater or sports 
stadium without paying admission. 

Subscription’s opponents imply that since the broadcast spectrum is part of 
the public domain, private enterprise should not be permitted to charge the 
public for programs using this public domain. This charge, of course, totally 
ignores the fact that the broadcast spectrum is already being used by broadcast- 
ers for the purpose of making profits through direct charges to advertisers who 
in turn pass these charges on to the general public as part of the cost of goods 
purchased by the public. There is nothing unusual about permitting private 
enterprise to use portions of the public domain for profit where such use results 
in a needed service to the public. Thus, the telephone and telegraph companies 
have long used the public domain to transmit their messages both by wire and 
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by radio transmission and have charged the public directly for such service. 
Similarly, the airlines have utilized the airways, Government-owned-and-supplied 
airway communication services, airports, etc. in providing transportation and 
have charged the public directly for such transportation services. Truck and 
bus lines utilize the public highways which are in the public domain to provide 
services for which they charge the public. Government has never prohibited 
private enterprise from charging the public for services involving some use of 
the public domain. ‘The only thing Government has ever required in exchange 
for such use of the public domain for profit is that some reciprocal benefit flow 
to the public. Under this test, subscription can clearly justify a limited use of 
the broadcast spectrum. 
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Opponents of subscription have alleged that if subscription television is per- 
mitted, it would not provide the public anything new or better than now avail- 
able but would merely result in the public paying for the programs which it now 
sees free. We submit, however, that any objective analysis of this charge will 
reveal that it is merely a “red herring” which the opponents are using to confuse 
the issues. We believe that this is true for the following reasons: 

1. Subscription could never charge for the type of programs which the publie 
now receives free for the simple reason that you can never sell the public any- * 
thing which is already available to it without charge. Further, the various audi- 
ence surveys show that between 70 percent and 80 percent of the American 
public refuse to watch even the so-called top twenty free television programs and 
that a considerably higher percentage (running up to 95 percent) refuse to watch 
programs falling below the so-called top twenty in quality. If this high per- 
centage of the American television public refuse to watch even the best programs 
that free television now has to offer, it is a reasonable assumption that it would 
be impossible to sell them to anyone. 

2. If subscription television attempted to charge for programs of low quality, 
producers of sponsored television programs would be able to meet and beat them 
in competition for public attention, since the public obviously would not pay to 
see a low-cost low-quality subscription program if it could see a sponsored pro- 
gram of approximate quailty and interest for nothing. Under our competitive 
system, it is clear that subscription television can succeed only if it offers unique 
and high-quality programs which are beyond the economic reach of the producers 
of advertising sponsored programs. 

3. Since the limited field demonstrations authorized by the Commission are 
restricted to markets having 4 television services, any one of the stations broad- 
casting a subscription program would obviously have to offer a higher quality 
program for a charge than the other 3 stations which might simultaneously 
be broadcasting free programs. If the toll program were not better than the 
free programs offered by the other stations, it simply could not compete. 

4. Present advertiser-supported programs, in competition against top box- 
office programs, could not obtain enough subscription revenue to equal, let alone 
exceed, the revenue they can get from advertisers, for subscription revenue will 
not be unlimited and the great bulk, if not all, of it will go to the high-cost top- 
feature attractions that the public now has to pay to see away from home. 

5. The number of subscription programs for which the public will pay amounts 
to very few hours per week and, therefore, will represent a very small portion 
of the family’s total television viewing requirements. Consequently, the demand 
for nontoll advertising programs would continue unabated. The public will 
always be in a position of desiring to view more programs than those it may 
pay to see on subscription and so long as such desire exists, there will be 
advertisers, talent, and stations anxious to meet this demand for free programs. 

6. If the public does not think that it is getting its money’s worth when it pays 
for subscription programs, it will obviously revert to watching free programs 
and subscription will fail of its own defects. Conversely, if subscription broad- 
easting succeeds, it will be solely because the public will believe it is getting 
its money’s worth, which necessarily implies the absence of public injury. 

7. The amount of time a television station can devote to subscription programs 
can always be controlled or limited by the Commission so as to assure that the 
major portion of programs are free. 

Aside from the foregoing, there are reasonable grounds for believing that if 
subscription succeeds, it will actually add to, rather than decrease, the number 
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of free programs which the public will have available. Thus, if subscription 
revenue makes possible the operation of additional television stations, there 
would be more free programing available since such additional stations are 
required under existing FCC regulation to carry both subscription and free 
programs, Further, the revenue which could be obtained from subscription 
would increase the ability of existing stations to improve and extend their free 
programing. While every television station has the duty to serve the interests 
and needs of the public, this duty under present circumstances is qualified by 
the fact that a television station cannot be expected or required to serve such 
needs as are beyond its economic reach. Therefore, if subscription adds to 
the economic strength of television broadcasters, the Commission may logically 
require a higher duty in providing free programs needed by the public, since 
subscription revenue would give the broadcasters the economic resources to 
make such improvement and additions to their free programing possible. 


TELEVISION BROADCASTERS SHOULD BE PERMITTED TO COMPETE ON AN EQUAL FOOTING 
WITH UNREGULATED WIRED TELEVISION SERVICES 


As this committee knows, theater groups and others are actively promoting 
wired subscription television services at the present time. Wired television 
services have already started in Bartlesville, Okla., closed-circuit lines are being 
strung in Los Angeles, and operations in large apartment developments are being 
established. Applications to install additional wired television services have 
been filed in approximately 100 communities in the United States. 

The Commission has concluded that it cannot regulate the intrastate trans- 
mission of television programs by wired systems which do not utilize radio 
transmissions.” Thus, wired subscription services have started without any 
Federal approval and apparently are not subject to any Federal regulation, 
whereas television broadcasting could not start without Federal approval and 
will at all times be subject to Federal regulation. 

The various wired systems may carry as many as six different television pro- 
grams simultaneously to the home. The proponents of wired services have al- 
ready noted that advertising programs could utilize some of these channels as 
well as subscription programs. In other words, the wired television operator 
can tap both subscription and advertising sources of revenue without let or 
hindrance. In the meantime, the television broadcaster may obtain revenue 
from advertisers under present regulations but, without further approval from 
the Federal Communications Commission, cannot make a direct charge to view- 
ers for any of the programs that he delivers. Since wired television and tele- 
vision broadcasting are competitive and to a substantial extent mutually exclu- 
sive, it is clear that the cards would be stacked against the television broadcaster 
in competing with unregulated wired television services if the television broad- 
caster is to be excluded from obtaining subscription revenue. 

While it is conceded on all sides that television broadcasting is a cheaper 
method of delivery than closed circuit, if the television broadcasters are barred 
from the tremendous potential of subscription income to which its wired tele- 
vision competitor is permitted access, they obviously will be unable to compete. 
It has been estimated that subscription income alone will support the closed- 
circuit systems and, therefore, they can afford to supply advertising services at 
very low prices. If the television station is barred from subscription income, 
it not only will not have that revenue source, but it will be faced with a com- 
petitor who will sell advertising at a much lower price than the television broad- 
caster can possibly sell it. Under such circumstances, the ruin of our present 
system of broadcasting is a foregone conclusion. 

We respectfully submit that it is patently unfair for Congress, directly or in- 
directly, or any of its committees to intervene between two competitors in such 
a highly complex field and especially for it to cripple one for the benefit of the 
other. If the adverse effect upon so-called free television that the opponents of 
subscription television predict would occur at all, which we disbelieve, it would 
happen whether the successful system is wire or broadcasting. The opponents 
must admit that much greater injury would result to our present television sys- 
tem from the success of wired television than from the success of subscription 


through television stations. 


2See letter of Secretary of the Federal Communications Commission dated November 7, 
1957, addressed to city attorney, Frederick, Md., docket No. 11279. 
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We do not ask that Congress erect any obstacles whatsoever to wired television 
operation. We ask only that it not impose any more obstacles to subscription 
broadcasting than already have been imposed and that it permit us to enter the 
marketplace without delay so that we may compete on equal terms. Otherwise, 
if wired services are permitted to obtain a year or two’s headstart, they will have 
made sufficient headway so as to make it practically impossible for television 
gtations to get subscription broadcasting off the ground. This is so because the 
first subscription operators will have an advantage in tying up the relatively few 
top boxoffice programs that are a prerequisite to any successful subscription 
operation. 





THE STATUTORY AUTHORITY OF THE FEDERAL COMMUNICATIONS COMMISSION 1T0 


AUTHORIZE SUBSCRIPTION FIELD DEMONSTRATIONS 


We will not attempt here to discuss in detail the legal principles supporting 
the Commission’s authority to authorize demonstrations of subscription televi- 
Sion, since we are submitting as part of this statement for incorporation in the 
record all of the briefs which we have filed with the Federal Communications 
Commission on subscription television which, among other things, thoroughly 
treat this issue. We would like, however, to briefly highlight the basic proposi- 
tions which we believe support the Commission’s legal power over subscription. 
In enacting the Communications Act, Congress formulated a unified and com- 
prehensive system for the use of the entire spectrum. The law recognized the dy- 
namic and rapidly fluctuating factors characteristic of the evolution and develop- 
ment of broadcasting and the corresponding requirement that the administrative 
process possess sufficient flexibility to adjust itself to these factors. Congress, 
therefore, established the Federal Communications Commission as its instrumen- 
tality to provide continuous and expert supervision over the dynamic aspects 
of the various modes of communication and types of service which would 
utilize the spectrum. Aside from certain explicit limitations set forth in the act, 
none of which are directed to subscription television, the supervision of the 
Commission embraces exclusive and comprehensive control over all channels of 
radio and television transmission. The act explicitly contemplated that different 
types of service would be authorized by the Commission * and that the Commis- 
sion would study new uses, provide for experimental uses of frequencies, and 
generally encourage the larger and more effective use of the spectrum in the 
public interest.6 Obviously, there would have been no need for Congress to give 
the Commission the power to provide continuous and expert supervision of the 
dynamic aspects of radio transmission if no changes or improvements were to be 
permitted. The limited demonstration of subscription authorized by the Com- 
mission is imperative if it is to study and encourage new uses of the spectrum. 
The Commission cannot obtain the expert knowledge requisite to its continuous 
supervision of the spectrum from any source except an examination of facts 
produced from such demonstrations. Nor can the Commission properly advise 
Congress whether additional legislation is required until such demonstrable facts 
are in its possession. The act clearly gives the Commission the power to obtain 
such facts so that it may render an informed final decision on the what, when, and 
where of a new use or service. 
CONCLUSION 


The Federal Communications Commission, which Congress established to pro- 
vide expert supervision over the evolution and development of broadcasting, after 
over 6 years of consideration, has concluded that a carte blanche authorization 
or prohibition of subscription television at this time would not serve the public 
interest for the simple reason that neither the proponents nor opponents could 
support their projections of events which necessarily must occur in the future 
with any existing demonstrable facts. The Commission, therefore, took a mid- 
dle road and authorized limited field demonstratons of subscription for the pur- 
pose of producing such demonstrable facts. For the reasons above stated, we 
believe that this was the only logical and judicious course that the Commission 
could follow. It is all too obvious that an additional 6 years of hearings by either 
the Commission or Congress could produce no more demonstrable facts on the 
issues involved than are now available. As the Commission concluded, the final 
decision on subscription must await the facts produced by the field demonstra- 
tions it has authorized. 


8 Sec. 303 (b), Communications Act of 1934, as amended. 
*Sec. 303 (g), supra. 
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The Cuarrman. Thank you very much, Mr. Pierson. Your entire 
statement, which I have gone through briefly, has now been placed in 
the record. It has some very pertinent and interesting information, 
which I know all the members will read. 

Mr. Williams? 

Mr. Wituiams. Mr. Pierson, I am sorry that I did not get to hear 
all of your statement, nor have I had an opportunity to read your pre- 
pared statement. But, in glancing through this prepared statement, 
on page 7, I notice that you list 5 rather interesting facts that relate 
to television broadcasting as it is being carried on currently. 

The first is to the effect that over 70 percent of the channels are un- 
used. The second relates to communities which have no television 
station. The third refers to the number of people who receive no tele- 
vision service whatsoever. The fourth item is to the effect that there 
is only one local service available in a great majority of our commu- 
nities. The fifth item is that a great number of UHF and VHF tele- 
vision stations have gone off the air because of inadequate economic 
support and program resources. 

hose facts are very interesting to me, but I fail to see just exactly 
how they tie in with the issue of pay television. Is it your contention, 
for instance, that, with respect to fact No. 1, pay television would bring 
about the utilization of a substantially greater number of channels 
than the number now being used ? 

Mr. Prerson. It is our opinion that, if subscription television is 
successful, many more television stations will become economically 
feasible than would otherwise be the case. I would like to explain the 
reasons, if I may. 

Under the act, the Commission does not have the power to require 
anyone to operate a station. Itis permissive only. So, the only thing 
that causes an application to be filed and causes a station to continue 
operation is that private enterpreneurs find it profitable, or expect it 
to be profitable, to do so. 

Obviously, their profits mean that they take in more revenue than 
it costs them to operate. A study was made by CBS, I believe it was 
a year or 2 years ago, in which they commissioned Dr. Alexander from 
the Harvard Business School, I believe, to make a study of the num- 
ber of stations that advertising would support over a reasonably long 
period of time. After this very careful and extensive study by this 
expert, Dr. Alexander determined that there would not be enough 
revenue available from advertising to, at most, support more than 588 
_— He thought that it would level off at substantially less than 
that. 

Mr. Wittrams. Is it your contention that subscription television 
would bring television to more families than now receive it? 

Mr. Prerson. That is correct, sir, because it would provide more 
revenue, advertising revenue plus subscription revenue. It will ob- 
viously support more stations than advertising revenue alone can sup- 
port. 

Mr. Wuu14Ms. Isn’t it a fact that, generally speaking, people who 
do not now receive any television service are in the rural areas, in 
small towns and small communities, and, following that up, is it your 
contention that pay-television stations will be put in these smaller 
communities in order to make up for that lack of service? 
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Mr. Pierson. | think that subscription television will cause many of 
the overshadowed communities to be able to have their local television 
outlets which do not now have them, for the simple reason that, by 
and large, these small markets are in the shadow of stations in sub- 
stantially larger markets. The network programs are generally deliv- 
ered to those markets by the stations in the larger markets, with the 
result that national advertisers cover it through the network stations 
and principal market stations. 

With subscription television, with the revenue from local subscribers 
and revenue from local advertisers, I feel they will be able to support 
more stations than they will where they have to try to make them 
operate solely on the basis of revenue from local advertisers. 

Mr. Wittiams. Would that be considered fairly to be one of the 
purposes of the proponents of pay television; to extend service to peo- 
ple who do not now have any television service ? 

Mr. Pierson. Yes,sir. We hope to bring more people more service, 
all the people more service, and some people new service. 

Mr. Wiiu1AMs. It stands to reason that television stations are placed 
in trade areas, where there is a concentration of population, in order 
to make the station pay. 

In the rural areas, for instance, where the population is rather sparse 
and scattered, obviously it would not pay to put a television station in 
the center of an area of that kind. Is it your contention that it would 
pay to put a pay television station in that type of area, where a com- 
mercial station, an advertising station, we will say, would not be 
profitable ? 

Mr. Prerson. I can answer it this way: Obviously, you can get down 
to the size of a town where under no circumstance would you ever be 
able or expect to have a station to be located in that market. 

Mr. WiuiAMs. Have we generally reached that point now ? 

Mr. Prerson. No, we have not, in my opinion. I can answer your 
question by saying that more markets will be able to have television 
stations if they can get revenue both from local subscribers and local 
advertisers than would have stations were not the other the case. 

I think you have a very good example of that in your community 
antenna systems. In many instances, the only way people can get pro- 
grams is to pay for them over community antenna systems. It cer- 
tainly indicates that it is feasible to have some type of operation in 
those markets. 

Mr. Wiiu1ams. Mr. Chairman, I think I will yield back the balance 
of my time. 

The Cuarrman. Mr. O’Hara? 

Mr. O’Hara. Mr. Chairman, may I inquire if we are operating un- 
der the 5-minute rule? 

The Crarrman. Yes. I announced that yesterday. 

Mr. O’Hara. Thank you. 

Mr. Pierson, I did not hear the first part of your statement. I 
have read some of your prepared statement, in which you presented 
your side of the matter, and I appreciate the information. May I ask 
if I heard you say, since I have been in the committee, that you would 
almost have to limit your activities on pay television to communities 
where there were at least 4 stations, because you said that at least 3 
of them were under contract to 3 chain systems? Is that correct ? 
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Mr. Pierson. That is correct, sir. 

Mr. O'Hara. In other words, the contracts which the stations enter 
jnto in a community where there are at least 4 television stations would 
be the networks of NBC, CBS, and ABC, I presume ?/ 

Mr. Pierson. Yes. They contract with three stations in each one 
of those communities. In some instances, they may furnish programs 
to the fourth. 

Mr. O’Hara. Do those contracts, as you understand them, prohibit 
them from taking on any programs such as a pay television program 
without the approval of the network with which they have a contract ? 

Mr. Pierson. The network has a contract with the station that gives 
the network the option on 60 percent of the time within each 5-hour 
segment. ‘That option is effective against all others, except any other 
network. In other words, a CBS option is not effective against NBC 
and ABC. It would be effective against us. In addition to that, the 
networks for the most part have filled all of that time and have spilled 
over into the nonoption time, and what is not taken by them is com- 
mitted now to national advertisers. So it is all gone. There is noth- 
ing left there for us. 

Mr. O’Hara. Is it not a practical fact or situation, where, when 
you speak of programing of a station, that it is generally controlled, 
largely at least, by its contractual relationship with the networks, 
plus the type of program that the advertiser buys and puts on that 
station ¢ 

That is, if the advertiser says he wants such and such a program to 
cover his period of time, that controls, so far as the public is con- 
cerned, the type of program it gets. Isn’t that the practical matter ? 

Mr. Pierson. That is correct. 

Mr. O’Hara. And likewise, the type of programs which the net- 
works put on are pretty generally controlled by what the advertiser 
: the sales agency wants for the time they are buying, is that a 

act 

Mr. Pierson. It is what they decide will best sell their products. 

Mr. O’Hara, From a practical viewpoint, and I was interested 
in this feature though I do not know if anyone has covered it, it is 
purely a matter which went through my head, how would you be 
able to deal with what period of time you would apply for your part 
of the programs? 

Say you go to station X and you say you want to use that station 
for this experiment of pay television. What are the mechanics, the 
practical mechanics, that would follow ? 

How do you arrange for television user paying for that part of the 
program, and what kind of a deal do you go through with the station ? 
What amount of money would you anticipate would have to be ex- 
pended to install whatever system you would use to collect the money 
frm the television users ? 

Mr. Pierson. Zenith’s plan of operation was stated to the Commis- 
sion. I think we can better understand it if we divide it up into func- 
tions. There are four functions to be performed. One is the func- 
tion of installing and servicing decoding units in the homes of sub- 
scribers and collecting the money. 

Another function that must be performed is the function of the 
television station in broadcasting the program. Another function 
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that is to be performed is the function of producing programs, that 
will be broadcast over toll TV. What we have proposed is that this 
local system will be set up in the community, and it will be operated 
by an entity in the test period, presumably by Zenith itself, or an 
associated company, and its only job will be to install and to get sub- 
scribers, to render its service to any broadcast stations authorized by 
the Commission to use it, to furnish service on a nondiscriminatory 
basis to all subscribers. 

Then the television station will itself contract with two people, 
One will be this system owner, this local franchise holder. Their 
contract with him will be merely that they propose to put out a pro- 
gram for a fee. After deducting his charge for the service, he will 
turn the rest of the money over to the television station for the pur- 
pose of compensating the program supplier and the station. The 
other contract the station will enter into will be with one or more pro- 
gram suppliers. One of those program suppliers will undoubtedly, 
at least in the test period, be an associated company of Zenith. We 
want to get someone in the business of supplying. This contract will 
be one similar in type, I would say, to the contract that the station 
enters into with networks. In other words, if Zenith itself has an 
associated company that is going into program supply, it would con- 
tract with the station to clear time for certain described programs, 
reaching a certain standard. 

Zenith would insist that they would be box-office programs, and I 
assume that the station would, too. Perhaps we might attempt to 
develop something similar to the option time that the neworks have. 

Then these programs would be furnished to the television station by 
the program supplier. The television station would inform the system 
operator of the time that it wanted to carry the programs, and the 
charge that would be made. 

The owner of the local system would provide the encoding service to 
the television station. It would collect the money from its subscribers, 
and then it would start the money back up the line. 

Mr. O’Hara. What would your contractual relation be with the sta- 
tion itself? Would they get a percentage of the receipts, or would you 
be paying them a flat fee for the use of the station for that period 
of time? 

Mr. Pierson. That can be handled in two ways. Either the station 
would take a percentage of the gross take from the programs, that is, 
a percentage of the box office, as it were, or the station could ask a set 
fee for its time, the same as it does to advertisers. 

It appears from our examination so far that we may have both types 
of arrangements. This depends upon what the stations are willing to 
do. 

Mr. O’Hara. But that would include the cost of attaching to the 
television set of the user some kind of apparatus which they would 
either put a quarter or half dollar into, or you would use some type 
of a card system, something which would permit that user to get that 
program, would it not? 

Mr. Pierson. Certainly the whole system, in toto, would be com- 
pensated out of revenue we would receive from subscribers who bought 
the programs for the cost of that system, which is very substantial. 

Mr. O’Hara. Thank you, Mr. Pierson. 
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The Cuatrman. Mr. Moulder ? 

Mr. Movutper. I want to compliment you on a very persuasive state- 
ment. I want to refer to the questions and answers which you gave to 
Mr. Williams, of Mississippi. You referred to 2,000 channels which 
the Commission has made available to television remaining unused, and 
also to the number of communities where they have no local television 
station. In answer to his questions, do you propose to use this service, 
subscription television, only in cities where they have as many as four 
or more television stations already operating, thereby eliminating the 
proposed service to communities where they do not have television 
stations or unused channels? 

Mr. Pierson. Mr. Moulder, I think we ought to distinguish between 
what we think would be its effects on a long-term nationwide basis, 
and what would be the effects in the test period for which we would 
be authorized. 

Mr. Mouuper. You were referring to the test period ? 

Mr. Prerson. In answer to Mr. Williams’ question, I was answering 
him on the basis of what we think subscription television will ulti- 
mately supply if allowed on a nationwide basis. In the test period, 
none of these things can be achieved, because the Commission did not 
want to interfere to any substantial extent with existing service in get- 
ting their facts and experience about it. It is true that in the test 
period, it could not happen. 

Mr. Movuuper. That is all, Mr. Chairman. 

The Coarrman. Mr. Hale? 

Mr. Hatz. Mr. Pierson, I would like to compliment you on your 
statement. I can hear everything you say, which pleases me. Sup- 
pose there are three services licensed to give pay television. Would 
the owner of the set have to buy three decoding devices, or whatever 
it is that makes it available? 

Mr. Prerson. If there are three stations in the community carry- 
ing subscription programs, they could all use the same subscription 
system, and have competition with each other over that system. If 
more than 1 system goes into the community—by that I mean if 
more than 1 kind of decoding device, and let’s assume that Zenith 
has 1 and Skiatron has 1—if they each set up decoders in people’s 
homes, then, obviously, there would have to be 2 decoding sets on 
each set for that to happen. 

Mr. Hate. How much will the decoding sets cost? 

Mr. Prerson. Zenith proposes to lease them. Their cost to us will 
vary, of course, as we achieve mass production. Whether we ever 
achieve that depends upon how many people are willing to do it. 
Their best estimates now are apparently around $70 per decoder for 
the initial cost in the test period. 

Mr. Hate. What would Zenith charge to lease a decoder? 

Mr. Pierson. We have advised the Commission that it will be 
between $1 and $2 per month for just having the decoder there. It 
would be less than someone paying a babysitter while they go out to 
ashow, I think. 

Mr. Hate. A decoder would not really replace the babysitter. 

Mr, Pierson. Well, indirectly it might, because it will relieve them 
of the necessity, we hope, of having to go out of the home to see a 
motion picture, and they save the cost. 


22557—58——-15 
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Mr. O'Hara. Will the gentleman yield? Do you realize you just 
created another group opposition ¢ 

Mr. Prerson. I not only realize it, but I realized a long time ago 
that we had done just that. They filed comments. 


Mr. Hate. Then the lease for the decoder would be in addition 


to the fee for the system? Or would they both be lumped in one 
charge ? 

Mr. Prerson. Our proposal is for a per-program charge. In other 
words, the subscriber would pay a monthly rental for having the de. 
coder in his home. Then each program that he viewed, each tol] 
program that he viewed, would have a specific price for that program, 

Mr. Hare. Then the TV viewer would get a bill every month, very 
much like his telephone bill ¢ 

Mr. Prerson. That is what we propose, yes, sir. 

Mr. Hare. That is the way it would work. 

Mr. Pierson. Yes, sir. There are some systems, Mr. Hale, that use 
a coinbox, where they actually drop the money in the slot simultane. 
ously with viewing in. But our proposal is through monthly or semi- 
monthly billing. 

Mr. Hae. Practically all the existing stations feel that you would 
make so much money and become so attractive that you would force 
them out of the business. I do not see how they know that you would 
be so successful, financially. 

Mr. Pierson. It is based upon a very peculiar predicate, and that 
is that the public will like our service so much that they will not look 
at theirs. Yet they are here to defend the public from that fate. 


Mr. Harr. That is a very interesting statement, but it is not so | 
clear to me that pay TV would be such a great success to Zenith, or | 


whoever it is that runs it. 

Mr. Prerson. I assure you that they have done a lot of soul search- 
ing before they have spent the money that they have on it. They 
still have confidence. Many people have developed things that when 
they got to the market place the public refused to buy. This is sort 
of a normal event in American economic life. We may have made 
an error, but if we have, the public is the one that will decide whether 
we have, and they cannot possibly be hurt by what we do. 

They have the power of rejecting us completely and tot: ally. 

Mr. Hare. Anyway, it would be Zenith that went bust ed; 
wouldn’t be the public ? 

Mr. Pierson. I don’t know whether they would go bust, but they 
lose a lot of money. 

Mr. Hare. Quite seriously, whoever ran a successful pay TV op- 
eration would have to be very well capitalized in order to get the 
people to put on the program, wouldn't they 4 

Mr. Prerson. Yes, they would, indeed. 

Mr. Har. It is not an operation that you could do on a shoestring. 

Mr. Pierson. For a nationwide system, the investments in facilities 
are very substantial, both physical facilities and the cost of produe- 
ing programs, For example, we have said, and our opponents, at 
least CBS in their gray booklet agreed with us, that our principal 
fare would be motion picture films, new ones. To get 5 motion pic- 
ture features a week, of medium priced budget, would cost $560 
million to produce. So our programs, our prime fare, are going to 
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be very expensive, and I do not think the day will ever come when 
we would be prepared to offer “What’s My Line” any amount of 
money for his show. 

The CuarrmMan. Mr. Rogers. 

Mr. Roerrs. Mr. Pierson, do you know why the major networks are 
so vigorously opposed to this ¢ 

Mr. Prerson. This puts a challenge of fairness upon me that I 
almost do not want to accept, Mr. Rogers. There isn’t any question 
but what, at the present time, the national networks, in the aggregate, 
receive the major portion of the advertisers’ dollar. I believe that out 
of $900 million revenue from advertisers, total for the industry, the 
networks divide up somewhat in excess of 40 percent of it. Obviously, 
this strong position that they have im terms of profitmaking capacity 
is based upon their ability to practically without competition, except 
from each other, control the stations all over the country. 

This is a control that they must have, if they are going to be an 
effective advertising medium. 

Certainly you can say that none of them would have the profits they 
now have, the stations, were it not for their network affiliations, and a 
very substantial number of them would have no profit at all and would 
be losing, were it not for their network affiliations. Because of this 
dependence upon the networks, the networks are in a very strong and 
comfortable position. I mean, people just sort of do what the net- 
works want them to do, and you cannot blame them. The networks 
have a life-and-death hold on them, which, again I would like to say, 
Lam not attacking. Ithink the way to break that is to give them some 
competition, which they obviously do not want from us. 

But I think it is normal to expect that having that tight, cosy situa- 
tion that they have, they should be completely contented, and being 
contented, I do not think they like anyone new or anything new coming 
in to upset them. 

Mr. Rogers. That isall, Mr. Chairman. 

Thank you, sir. 

The Cratrman. Mr. Heselton ? 

Mr. Hesevron. Mr. Pierson, I am very much interested in the argu- 
ment you presented with regard to making available to a great ma- 
jority of the people of the country, through pay television, programs 
to which relatively few now have access. 

It seems to me that that is one of the most appealing of the arguments 
from those who advocate granting the application for the test of pay 
television. 

I have been uncertain as to just how that works out. 

I have noticed in this volume that you submitted to us, the briefs, in 
the back part of it, under what is called appendix A, reply comments 
of Zenith Radio Corp., and TECO, Inc., survey of television program- 
ing in the top 75 markets, and at page 14, ts able 1, number of program 
services; in UHF and VHF. 

This, I believe, was filed in the spring of 1955. Let me ask you, is 
that current as of today? Are those markets today the top 75 mar- 
kets? 

Mr. Pierson. They are still the top 75 markets. I do not believe, 
Mr. Heselton, that the number of stations remains the same. 

Mr. Hrsevron. There may be a change in the number of stations but 
the markets remain in that order ? 
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Mr. Prerson. Yes. 

Mr. Hesevron. If that is true, do you anticipate that if the applica- 
tion is granted and if the experiment is conducted successfully, pay 
television would extend to any great number of those 75 markets { 

Mr. Pierson. Are you speaking of the test period, or after the test 
period is over ? 

Mr. Hesexron. I said if the application were granted and if the 
test proved successful, in the opinion of those who have to make the 
decision, do you anticipate that the pay television would be extended 
to any great number of those 75 markets? 

Mr. Pierson. I would anticipate it would extend to all of them, sir. 

Mr. Heseuton. Would you be willing to spell that out a bit more? 

I understood you had said that if there were three stations in an 
area, pay television would have to concentrate quite largely on the 
fourth station. How could you argue that if there are only 3 or less 
than 3 stations, pay television would be available or would be useful, 
economically ? 

Mr, Prerson. In any 1 of these markets in which there are now less 
than 4 stations, there either are additional facilities allocated to those 
markets, or there is plenty of additional space in the UHF spectrum to 
put in facilities. I am satisfied that if after the test period we prove 
successful, that we are still going to be limited in going into any mar- 
ket to independent and nonnetwork stations, and in those markets in 
which there are no independent or nonnetwork stations, one will have 
to be established. 

The cost of building that station is substantially less than the cost 
of installing the decoding systems that we would have the responsi- 
bility for. 

I think that this is the way we will make our major contribution to 
the spread of television service, by furnishing the economic basis for 
additional stations. 

Mr. Hesetton. I notice that the New York, New England, and New 
Jersey area is the top market area, followed by Chicago, Los Angeles, 
Philadelphia, Detroit, and Boston in the first six. Can you advise us 
if the experiment is successful, and if pay television should become a 
reality, how long it would take to establish pay television in all those 
six areas ? 

Mr. Pierson. Of course, there is always the possibility that one of 
the areas would be a test market, but the estimate that Zenith has made 
is that it would take them, I believe, at least 6 months before they 
could start putting decoders in the first market on a test basis, because 
it requires setting up assembly lines. They probably would achieve a 
quantity of production by the end of the 18 months to go to their sec- 
ond and third markets, and, thereafter, I think the expansion could 
take place very fast, almost as fast as the demand was made. 

Mr. Hesetron. Thank you. 

The Cyatrman. Mr. Rhodes? 

Mr. Ruopes. Mr. Pierson, if pay TV proves successful, and if given 
the approval to go ahead, is it not likely that free TV could not suc- 
cessfully compete, and would fade away ¢ 

Mr. Pierson. I do not think so. I think we are competing with each 
other, but with two completely distinct products. I think, really, the 
problem is tough for us. The networks boast and, I think properly so, 
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they are very proud of the type of programs that they have been able 
through advertising television to give the people. 

Here is our roblem : We have to get a program that is so much bet- 
ter than they have before we can get people to pay. Whether we can 

et enough of those programs is what we are taking the gamble on. 
I think the real problem of competition is on our part. We are trying 
to charge people, and they are giving it away. I think their opera- 
tions and their dominance of the market, their str ong position, is what 
really may prevent us from ever getting off he ground, not because 
they convince this C ongress that we should be prohibited but right out 
in the market place. 

Mr. Ruopes. Would it not have the effect of cutting budgets for 
TV advertising / 

Mr. Pierson. Well, at least the advertisers for the most part do not 
seem to think so. 

Mr. Ruopes. I believe the estimate of CBS and NBC agrees that 
the average home now looks about 35 hours a week to television. 

On the basis of our studies and research, we could not conceive of 
the average home ever having enough money or being willing to 
budget eyough money to look at toll programs for more than 4 hours 
a week. That means we would only supply about 4 hours a week of 
visual entermtainment to the average family. They want 35 hours a 
week. Even if we do not increase the viewing time of the average 
family, which I think we will, because we will keep them in the home 
instead of out at the theater—even if we do not increase it, it means 
that the average family, 31 hours a week minimum, is going to want 
to see television programs that we cannot supply. No one can per- 
suade me, when 40 million homes in the country have 31 hours a week, 
that they want to sit m front of their sets, that the advertisers and 
the networks are not going to supply them with the programs, and 
they are going to m: ake a lot of mone y out of doing it, just as they are 
now. It is that public demand for programs that we cannot even 
commence to supply. It is impossible for us to supply. That is go- 
ing to keep this advertising medium going, and a billion and a quarter 
dollars still spent each year and more. 

When the networks say they will give up their business and go into 
pay TV, if we get it, it may be intended as a threat. But I know a 
lot of people connected with this industry who would be glad to take 
over their facilities and operate them precisely as they do now, and 
take their profits, and let them go to pay TY. 

Mr. Riroprs. Many people are offended by some of the commercials 
which they thing are rather trashy on TV. They are also offended 
by some of the programs. They look with some hope that pay TV 
might cut down on such evils. But there is some fear that if pay TV 
gets in we might have the same kind of programs, and the same com- 
mercials, except that people will have to pay for the advertising and 
also for subseritption TV. 

Mr. Pierson. That is a rather difficult question to answer. Cer- 
tainly we cannot deny that we are going to try to supply programs 
that a substantial number of people want. But also we are going to 
do the same thing that the networks now do. We are going to supply 
programs we hope that a small minor ity of the people want. It may 
well be that we will have programs of a substantially greater audience, 
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but it does not mean that we must carry one to the exclusion of the 
other. We intend to have both. 

It is hard to realize the amount of money that people spend, for 
example, on going to the opera, or to symphony concerts. It is a tre. 
mendous amount of money. I think more would spend that money 
with us if they could see them in their home. But the fact that we 
carry an opera or a symphony program does not mean that we would 
not also carry a topnotch motion-picture film which appealed to mass 
taste. As a matter of business we would do that, as they are doing 
it now. 

Mr. Ruopes. Thank you. 

The Cuatrman. Mr. Beamer? 

Mr. Beamer. Mr. Chairman, I want to join the other members of 
the committee who have complimented Mr. Pierson on a forthright 
and sincere statement. 

We know you, Mr. Pierson, as an attorney who has given a lot of 
study to this problem, and I think you have been outstanding in your 
work. I think most of the questions I had intended to ask have been 
asked and answered. I would like to ask this question, however. 

I presume you are authorized to speak for the corporation you 
represent, Zenith ? 

Mr. Prerson. Yes, sir. 

Mr. Beamer. Could you give us a little history about the experience 
of Zenith in manufacturing FM radio sets? The reason I am asking 
the question is because I re ers ‘when FM stations came in with a 
flurry, were encouraged by certain manufacturers, and authorized by 
FCC. But ay pparently, many, many people who entered into the F M 
radio transmission suffered great losses, and people who invested in 
receiving sets at home are finding them of no value today. I wonder 
if you can give us the background and history of Zenith’s participa: 
tion in that phase of communications. 

Mr. Prerson. I cannot give you the detailed background because I 
do not have personal knowledge of it, nor have IT had occasion to seek 
it. Ido know in general that some of the things you have stated are 

orrect. Zenith always has been a foremost proponent of FM. It now 
distributes, I believe, about 50 percent of all of the FM sets. 

It may well be that because Zenith took that position, that people 
were led to buy ree eee ad and people also put in FM 
stations. Where I disagree with you is the statement about the 
American public today finding the FM sets unusable. The contrary is 
true. More sets are being used, and Zenith is selling a lot of them, 
and more FM stations are in operation today than at any time in the 
last 5 years. 

Mr. Beamer. Thank you. 

I would like to proceed to one further question. Have you any 
specific suggestions on the cost of the program? Is that still going 
to be left for conjecture, for the future? May I illustrate? Many 
homes will have more than one television in their home. They may 
have a portable in the kitchen, and another one upstairs, and one in 
the living room. Each one will require a decoder, is that correct? 

Mr. Pierson. Well, on every set that they want to unscramble, they 
would have to have a decoder. Maybe I should not answer that. 
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Maybe they can install a central system and hook it up. I do not 
know. 

Mr. Beamer. You say Zenith has invested millions of dollars in 
research and development, so they probably should know what they 
anticipate or expect to charge for these programs. 

I cannot conceive that Zenith, with its ability, would want to come 
out here and say “We are going to guess at a program” or “We are 
going to put it in and establish a rate later on.” Do you think that the 
public is entitled to have some kind of an indication that you will 
charge them 25 cents, $1, or $5? I have not read your large volume 
here. Perhaps the information is in it. 

Mr. Prerson. We indicated to the Commission the amount we 
thought or the range of price. The range of price which we have in- 
dicated has been a rather wide range, but we are confronted with this 
dificulty, Congressman Beamer. ‘The Commission has said that the 
broadcast station is the one that will determine the price, or should 
ultimately be the determiner of the price. That is in terms of this 
test period. But we have still another problem. When you talk 
about the price of a program, we can indicate what percentage out of 
any gross we would want for the uSe of our system, but we “have no 
way of tying up program suppliers and getting the price from them 
that they would agree to release their product on. 

We have had no capacity to contract with these people. Let’s as- 
sume they are motion-picture producers and distributors. Before the 
Commission issued its first report, we had a number of conversations 
with those product owners. They obviously could not tell us what 
kind of a deal they would make for a system that was not yet estab- 
lished. 

Mr. Beamer. May I ask at that point: Do you think the producers 
would charge you more or less than they would charge the current 
users or present users of their talents ? 

Mr. Pierson. I think on a per capita basis the cost of subscription 
television per person will be substantially less than what they pay in a 
theater, if that is what you mean. 

Mr. Beamer. No. I was thinking of the large chains. 

Mr. Prerson. Chains do not have those programs, except maybe 1 or 
2a year. We are not talking about the kind of programs that they 
have. We could determine the price on that, I suppose, because what- 
ever price we put on a would be purely academic. I don’t think 
anyone would pay for 1 

Mr. Beamer. May I cenit with the hypothesis that you started 
touse? Suppose, and I do not believe any of us can guess whether 
it is going to develop, that pay TV becomes so very popular. 

Do you think it could become monopolistic? That will be beyond 
the 4 hours that you indicated would be desirable each week on the 
part of your organization. 

Mr. Pierson. Do you mean monopolistic in a legal sense ? 

Mr. Beamer. I am thinking of a time sense. My time has expired, 
but you can answer. 

Mr. Prerson. No, I do not think that is possible. I do not think 
it is possible to buy enough programs to fill the demand that the peo- 
ple want from their television sets. 

Mr. Beamer. Thank you. I think you have done a fine job. I ad- 
mire you and all the others who stand up for their convictions. 
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Mr. WituiaMs (presiding). Mr. Jarman ? 

Mr. Jarman. The question of jurisdiction has been discussed quite 
a bit in the hearings thus far. In your comments earlier this morn- 
ing, you referred to wire TV operation, discussing it in some relation 
to subscription TV. I understood you,to say at one point near the 
conclusion of your discussion, referring to the Commission and to the 
Congress, your comment was, as I understood it, “How could you in. 
terfere with us,” that is, subscription TV, “and not our wired com. 
petitor ?’ 

Mr. Pierson. Yes, sir. 

Mr. Jarman. I wondered if you would comment on this: Assuming 
intrastate wired TV operations, in your opinion would that operation 
he within Federal jurisdiction, either administratively or congres. 
sionally ¢ 

Mr. Prerson. Certainly it is not currently under the administration 
of the FCC, because they have no power under the law to do it. | 
think it isa very arguable question as to whether or not Congress would 
have jurisdiction to regulate a purely intrastate matter, though I be- | 
lieve an argument could be made the other w ay also. 

I think the real problem would be the jurisdictional facts; namely, 
the extent to which this affected the flow of commerce between States, 
or the extent to which its effects were limited entirely within the 
borders of one State. 

I believe without those jurisdictional facts, while you could make 
assumptions and argue, I think I must say only that the point is a very | 
arguable point. The point I was trying to make is that where you | 
have two competitors, each seeking to get into the market place, I do | 
not believe that it is equal protection of the law in a constitutional 
sense to prohibit one and not the other. 

Mr. JARMAN. Let me pass on to another question on which I would 
like to have your comments. The Commission’s first report is the 
item to which I refer. I have been troubled in my own thinking, try- 
ing to interpret paragraph 58, on page 17. It is a simple statement, 
entirely in terms of public interest. The Commission says: 


ee 


rere 


We have, moreover, reserved our ultimate judgment, which we believe can 
be made only in the light of the trial experience, as to whether the public interest 
would be served by the definitive establishment after trial of a subscription 
television service employing TV broadcast channels. 

What is your understanding of that paragraph in terms of the pub 
lic-interest decision that the FCC would contemplate making? 

Mr. Prerson. As I understand it, the Commission initially had be 
fore it the question as to whether it would be in the public interest to 
authorize subscription television on a nationwide basis. 

They decided that because of the lack of reliable facts and the lack 
of experience, they were not prepared to make that determination. 
But then they made another public-interest determination after that, 
They decided that it was in the public interest, as a matter of fact, it 
was almost mandatory under the statute for them to get this experi- 
ence. 

While they have not held that it is in the public interest to have a na 
tionwide service, they have held that it is in the public interest to 
give us an opportunity to the market place, the public an opportunity 
to accept it, and the Commission, and the Congress, the opportunity to 
get facts and experience. 
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Mr. Jarman. It is in that field of decision as to whether it is in the 
public interest that I am confused. 

I have in mind a part of your own statement. In your full statement, 
page 6, you say: 

Moreover, even if Government hesitated to act, an outraged citizenry could 
soon force the termination of subscription, since the public will have full power 
to reject subscription if it does not find it to be beneficial and valuable, through 
its direct control over its purchases. 

My own impression right now is that the real decision as to whether 
it is in the public interest will be made by the public itself. 

Regardless of what the programs are that might be carried on sub- 
scription TV, my own impression right now is ‘that if the public, by 
strong financial support accepts pay TV, then the public has made its 
decision as to public interest. I would think the F CC, Congress, and 
everyone else would have to go along. I wonder what your reaction is. 

Mr. Prerson. I couldn’t agree more. 

Mr. Jarman. We can talk a lot about what type of programs there 
are going to be, and the variety of the bill of fare, and so on. If in 
the end the public wants it and pays for it, the decision has been made. 

Mr. Pierson. It has been made by the public, where we believe it 
should be made. I agree completely. 

Mr. Jarman. Thank you. 

Mr. Witutams. Mr. Younger? 

Mr. Youncer. I do want to thank you, Mr. Pierson, for delivering 
a very concise and direct statement. 

Mr. Pierson. Thank you, sir. 

Mr. Youncer. I would like to ask about three questions. First, do 
you believe that the test as prescribed by the Commission will develop 
the information and facts upon which the Commission can make an in- 
telligent decision about subscription TV ? 

Mr. Prerson. We believe that it will. 

Mr. Youncer. Could subscription TV survive if it were limited to 
the UHF spectrum ? 

Mr. Pierson. I think in its initial operations, a limitation to the 
UHF spectrum would make it so completely unfeasible economically 
that we would not proceed with the test. 

May I explain? I said earlier that decoders in the early production 
stages would probably come out at about $70 apiece. If we had to 
obtain conversion of Sets before we could get in, which would mean 
additional equipment and additional antennas, this cost per home could 
be multiplied by 2 or 3. The risk that is involved in the whole propo- 
sition probably would not justify that risk by Zenith. 

Mr. Youncer. Isn't it true that many of these arguments which 
have been presented in opposition to subse ription TV are the same 
arguments that were presented by radio against TV and by TV against 
color TV ? 

Mr. Prerson. Yes; that is true. And by the theaters against TV in 
its inception. 

Mr. Youncer. So there are no new arguments. They are just com- 
petitive arguments that have been presented ? 

Mr. Pierson. That is correct. There is nothing new about people 
entrenched being upset by newcomers. 

Mr. Youncer. Could you use color transmission in your plan? 
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Mr. Pierson. Yes; we can. 

Mr. Younger. Thank you. That is all, Mr. Chairman. 

Mr. WuxraMms. Mr. Dingell / 

Mr. Dineen. I have no questions at this time, Mr. Chairman, [| 
do have several I would like to ask later, but I would rather yield to 
my colleagues. 

‘Mr. WiuutaMs. Thank you. 

Mr. Avery. 

Mr. Avery. Thank you. I do not want to use my time in congratu- 
lating Mr. Pierson, I want to get right to the questions, although I do 
associate myself with some of the nice things that have been said. 

Getting to the programs that may be av ailable, you made the sweep- 
ing statement that the programs which we think of as being the most 
desirable would not be available for subse ription television because the 
production companies are now presently owned by the networks. You 
have made a general statement to that effect; have you not? 

Mr. Prerson. I didn’t intend to say that; no. It is true that the 
networks have a very substantial amount of programing under their 
control by virtue of contracts with talent and ownership of the story 
properties. 

Mr. Avery. Concerning the programs that we have referred to in 
these hearings the last 3 or 4 days that have been commonly mentioned 
by names as being desirable, are not the production companies for 
those programs owned by one of the networks ? 

I do not want to get into names. 

Mr. Prerson. If you are speaking of My Fair Lady—— 

Mr. Avery. No; I am talking about the programs currently on TY. 

Mr. Pierson. A lot of those productions are owned by the networks, 

Mr. Avery. All right. And you use that premise to make the state- 
ment that it automatically follows that you would not be able to get 
those because they are controlled by the networks and they would not 
make them available to you. Iam wonderi ing if you are carrying that 
quite through to its logical conclusion. Obv iously, and we will pick 
up the name of What’s My Line? for a name, obviously you could not 
get that program by name, but it would seem to me that those programs 
are built on personalities more than on the production of the program 
itself. It would further seem, to think this thing out to its logical 
conclusions, one by one, as contracts expire, the persons and _ per- 
sonalities largely responsible for the success of those programs could 
come under your jurisdiction and direction, could they not 

Mr. Prerson. Yes. And I think that is one of the arguments that 
our opponents make. Iam sorry if I left the impression that our only 
answer to them was that “You control it. We could never get it.” 
That was not intended by me. Our answer to the question is as fol- 
lows: If you take the top 20 programs of a current week of television 
fare—and this means all of the television programs that are broadcast 
from whatever source—and you try to find out how many people re- 
jected the top programs, how many television homes did not turn their 
set on to those programs, you will find that 70 to 80 percent of our 
people reject the best of wh: at they have to offer. 

When you get down toa type of program— 

Mr. Avery. What is your formula for best? By TV ratings? 

Mr. Pierson. Yes. 
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Mr. Avery. Or esthetic values, or what? 

Mr. Pirrson. I use the term “best” there as to most widely accepted. 
It may not be the best in an artistic sense. It seems obvious to us if 
we had any money left over to buy programs, after we bought the 
motion pictures and all of the other toll programs that we wanted 
to buy, that we couldn’t, by charging for that program, get any one 
to pay for it, when 70 to 80 percent of the people reject the most 
accepted of the programs that they have. 

Mr, Avery. By the word rejection, do you mean they turn it off, or 
they just are not in 4 

Mr. Pierson. They just do not tune it in. There may be a lot of 
reasons that they do not. They may be out tothe theater someplace. 
If we can keep them at home and entertain them for an hour and a 
half, they might tune it in. 

Mr. Avery. I have 30 seconds left. I want to go to a new area. 
That is the programs for the kiddies. Have you thought about those ? 
Would they be logical programs for you to carry?’ W ould the parents 
put in 25 cents for Loone ‘y cartoons and so on? What would happen 
to shh programs? That is probably the biggest single segment of 
TV viewers. 

Mr. Pierson. We do not think that the quality of programs, I mean 
in terms of production technique and cost, we would ever supply, 
though CBS is now supplying one on a subseription basis, called 
Winky Dink and You, and for the children to do it, they have to buy 
something from CBS to go along with it. 

I think on our children’s programs, and this is what experience 
will show, we cannot have any pat answers to what the public will 
want. We would include some of the top motion-picture films that 
children are interested in at the time of their release, not 15 or 20 years 
later. I believe that parents would pay for that kind of program. 
And some of the educational institutions, not some but quite a substan- 
tial number, have indicated that they saw great possibilities of sub- 
scription in terms of in-home education where they can support the 
educational program from an actual subscription fee. 

Mr. Avery. Thank you. 

The Citarmman, Mr. Alger ? 

Mr. Avcrr. I have several questions, but I want to follow several 
thoughts already advanced. Mr. Younger, I believe, brought up this 
point. One of the Commissioners said that both the proponents and 
opponents urged that full trial demonstrations would not be useful. 
They insist the advantages or disadvantages of full subscription TV 
service would not be disclosed by trial operations on a test basis. 

How valid would your test be as you now evaluate it ? 

Mr. Pierson. Precisely what the Commission has done is what 
we asked for and what we want. I think there was some confusion on 
the part of the Chairman with respect to Zenith’s position. We did 
not ask for more in terms of a test period. We indicated to the Com- 
mission that we would go ahead if we got the type of opportunity 
that they have given us. This is stated in our comments of May 23, 
1957. 

Mr. Atcer. If it is in here, I will make a point to read it, 

Mr. Pierson. May I give you the citation? It is joint supplemental 
reply of Zenith, ds ited July 99, 1957. 
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Mr. Aveer. I will get it from you later. I would like to follow 
this further and shall, possibly, at another time. 

Again on another subject: Is there a comparison here in your 
mind to the fear the movies had at the encroachment of TV, their 
initial fear ? 

Mr, Prerson. Indeed it is, It is a fear they had and have. 

Mr. Auger. Do you think that the people will still want to go out 
and see first-run movies, even though they are available on pay TV 
in their homes ? 

Mr. Pierson. I have understood that the theaters claim they get 
two types of audiences, one audience is the people who are there be- 
cause they do not want to be home, and the other is that the people 
are there who would just as soon be home, but want to see what is 
there. I suspect the people that go to the theaters because they want 
to be away from home will still go. 

But I think those who go there because it is the only way they 
can see the box office attraction they are carrying, will stay in the 
home. 

Mr. Ancger. You will buy these box office movies from the pro- 
ducers ? 

Mr. Pierson. From the producers, by contracts and with the dis- 
tributors. 

Mr. Avcer. The movies will reap a gain from you, just as now we 
have a boxing match where there is a present audience as well as the 
television wired audience? 

Mr. Prerson. That is correct, if you mean by movies, the producers 
or distributors. 

Mr. Aucer. That is correct. Or is Zenith going in to movie and 
program production ? 

Mr. Pierson. No, sir. 

Mr. Acer. In the public making this choice, which I think has 
been expressed several times, that the public will be the ultimate 
arbiter of the public interest, is there, in the pay subscription, so far 
as you see, any element of force on the subscriber? Can you think 
of any? 

Mr. Pierson. No, I cannot possibly conceive of any force. 

Mr. Arerr. When in order to get good programs, would they have 
to get into pay TV ? 

Mr. Prerson. I cannot see that possibility. 

Mr. Auvcer. Another line of questioning I would like to briefly touch 
on is this: I asked the Commission Chairman yesterday where, in 
his statement, there was any mention of the expense that the sub- 
se ription TV company, yourself in this case, would be expected to 
bear 

This morning you alluded to it by saying a $1 or $2 monthly leas- 
ing fee, and then a fee for the program and monthly billings. Is this 
the w ay you intend to conduct your trial experiment ? ? 

Mr. Prerson. Yes. 

Mr. Axncer. In other words, you must go to the individual TV 
owner and sell them on wanting to be a part of this subscription-TV 
test ¢ 

Mr. Pierson. Yes. 
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Mr. Atcer. You mentioned only box-office programs to be used. Do 
you intend to expand to others, or, again, is that what you ultimately 
expect the public will demand ; that you go into other areas? 

Mr. Pierson. As far as Zenith is concerned, it never proposed to use 
its system or permit it to be used for other than the type of programs 
that I have described and defined as box-office programs. 

Mr. Avcer. My time isup. Thank you. 

Thank you, Mr. Chairman. 

The Cuatrman. Dr. Neal? 

Mr. Neat. Mr. Pierson, with regard to box-office programs, do you 
feel that high-class opera and continuously high-class music pro- 
grams would be acceptable to a sufficient number of people to make 
it profitable ? 

Mr. Pierson. I think so. The statistics that we have shown that 
people spend more money on opera in this country than they spend 
on baseball. 

Mr. Neat. Would it be the purpose of Zenith to test that particular 
type of program out in the beginning ? 

’ Mr. Prerson. I would say we intend to take every type of box-office 
program that is made available to us by the owners of those programs 
to determine what the public wants. 

Mr. Neat. Would it be possible at this stage to estimate the cost to 
a home viewer of a 1-hour production, say ? 

Mr. Pierson. I think we have made estimates, but they are not 
based upon any real arrangements with the people who own the prod- 
uct. I believe our estimate was around $1.50. That is not per person. 
That is per home. If you reduce it, say, to an average of 4 or 5, it 
comes down to a fairly low per capita price. I am told that I gave an 
incorrect statistic. There is more money spent on opera and concerts, 
musical concerts, than there is on baseball. 

Mr. Nea. More than on baseball ? 

Mr. Pierson. Yes. 

Mr. Dincetu. But by a fewer number of people. 

Mr. Prerson. Yes. But one of the basic objects of even advertising 
television is to patronize minority taste. Every program type is 
patronage of a minority taste. 

Mr. Neat. Do you feel that present-day operations of TV are suffi- 
ciently popular and financially profitable that the chains might be 
able to put on these programs of musical concerts and high-class opera 
on the free market ? 

Mr. Prerson. I do not think it is ever possible for them to do it. 
I think they might try it the first market we go into. You can rest 
assured that they will be willing to put in every program, possibly, 
that they can get against us in the first market. 

But I believe that they made sincere attempts to carry this type 
of program, and they have carried it on oceasion. They have not 
carried it regularly. They have boasted about the fact that they have 

arried these programs even though they lost money on them. Obvi- 
ously, there is a limited amount of time that they can spend in losing 
money, or they will not have any money to lose. The economics of 
their business just will not permit it. 

I think they made very great efforts to bring them, but the economics 
are such that they cannot. I do not believe they will deny that. I 
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do not think they could ever claim that there is any hope in a future 
for them to carry the first release of a $10 million production like 
The Ten Commandments. 

Mr. Neat. In other words, you do not believe that a combination 
of advertisers would ever be interested in the type of programs that 
you suggest as to make it profitable for the ordinary group of TV 
operators today to perform ? 

Mr. Pierson. Not ona regular basis. 

Mr. Neat. That isall. Thank you. 

The Cuairman. Mr. Pierson, what is the corporate size of Zenith! 

Mr. Pierson. Would you define what you mean by corporate size? 
Do you mean in capitalization ? 

The CHatrmMan. Yes. 

Mr. Prerson. May I get that information, sir? 

The Cuamman. Yes. Well, anyway, it is a pretty big company, 
is it not? 

Mr. Pierson. It has been getting bigger all the time. Their growth 
has been rather phenomenal. But it did not start out by being a huge 
company. It isa $50 million corporation. 

The Cuarrman, Certainly, the officers and those with that company 
are to be complimented for their foresight and the efforts they have 
made toward new ideas in connection with the communications in- 
dustry. It seems to me, from what I have heard here—and I hope 
you can dissipate any such idea—it looks to me like some of us might 
be of the idea that we have 2 large, powerful, economic segments here, 
1 on one side and 1 on the other, working toward something of their 
own interest, which, of course, they are to be commended for, because 
they are in that business, and the general public is caught in the 
middle. They are going to have to, one way or the other, accept what 
the final result is. That seems to me to be something very fundamental 
here. That is the reason this is of such great importance. You intend 
to operate, from what you said, a box-office operation, do you not?! 

Mr. Prerson. That is correct, sir. 

The CuatrrMan. You visualize the pay-television programs to cover 
the United States ultimately, and, of course, that is what you would 
expect if it proved successful. That is true, isn’t it? 

Mr. Pierson. If it proves successful, we certainly would look for- 

yard to a nationwide system. 

The Cuarrman. That is true. Do you intend to have live programs 
as well as film programs ? 

Mr. Pierson. Yes; there would be live programs. Whether it is 
live or film, if it is box office, this is what we want to put into the home. 

The CuarrMan. It is easy to understand about the film situation. 
You can send that down to any station by mailing it, and they could 
have it. But a live program, as, for example, say, the world-series 
baseball game, how would you get the signal—I do not want to say 
New York, because it is played there too much anyway—from St. 
Louis to station PBX, 300, 400, or 500 miles away ? 

Mr. Pierson. In the unlikely event that we ever carried the world 
series on toll television, it would get there the same way it gets there 
now, over the facilities of A. T. & T. 

The CuarrMan. When you take the world-series baseball game, you 
would take one of the most interesting box-office items and channel it 
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through this type of operation, would you not? It is the most popular, 
I would say. 

Mr. Prerson. I am not sure I understand the question, Mr. Chair- 
man. Do you mean is this the type of a program that we feel we would 
carry on subser iption systems ¢ 

The Cuarrman. I do not have to ask you that. I know you would, 
if you could get it. 

Mr. Prerson. We do not know that, Mr. Chairman. 

The CHairmMan. You said a moment ago, quite appropriately, that 
you did not deny that you would try to get programs that would be 
most attractive to the American public. 

Mr. Prerson. I do not think we can long hope to keep a subscriber, 
to furnish him service week in and week out, if we attempt, on any 
occasion, to charge him for a program that he is getting free. 

I cannot imagine poorer public relations or a quicker way to lose 
customers. The world series is in the prime category that we would 
not touch. 

The CHatrmMan. That is true, but let me follow it through for a 
moment. What does the world series cost the American people through 
the prese nt procedure of sponsorship ? 

Mr. Pierson. There is no direct cost upon the American people. 

The Cruatrman. I know there is no direct cost. But what do the 
baseball clubs get out of it? I will put it that way. 

Mr. Prerson. Well, they have both radio and television rights, Mr. 
Chairman. I will get that figure. I do not recall. 

The Cramman. I understood it was something like $800,000. 

Mr. Porter. I can supply that. The present contract is a 5-year 
contract with radio and television rights. To the two major league 
clubs and the commissioner’s office, they are approximately $3.5 mil- 
lion per season. 

The Cuarrman. Does that include just the world series or the whole 
season / 

Mr. Porter. It includes the all star game and world series, whether 
there are 4 games or 7 games, 

The Carman. All right. 

Then the American boone not directly but through this particular 
type, pay $3.5 million a year. Suppose pay television programs were 
to get a contract. What do you suppose that total cost would be 
to the American people ? 

Mr. Prer “if Do you want me to assume that we would contract 
to get it for $3.5 million ? 

The Cuamman. No. I want you to assume that you get it. In 
other words, you make contracts with the baseball people and you get 
the program and the public has nothing to say about it. 

Mr. Pierson. Obviously, if we contract for any program, we will 
try to get the cost of that program back from our customers. So 
whatever you want to assume that we pay for any program, this 
is what we would try to get back, and this, therefore, plus a little 
profit for us, I hope. 

The Cratrman. I am leading up to this one point that I wanted 
tomake. I was talking to a man in recent days, who is very active 


in the baseball world, and who has been very active for many, many 
years, 
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He told me and some other Members of the Congress that the base. 
ball industry got $3 million, as he mentioned, or $3.5 million out of 
it for the year, and they were very anxious about pay TV because 
the baseball world would very likely receive 20 oa 5 million dollars, 

Mr. Prerson. I do not accept his estimate. rae not think it is 
true. I can’t blame him for hoping. We have been able to make no 
such estimates ourselves. I would like to explain. I am not sayin 
that we are not going to carry baseball. ‘The baseball we would 
carry is the baseball that is not now getting into the homes. 

The Cuarrman. The fundamental point, Mr. Pierson, behind this, 
which I want to develop, is that those who have the programs, or 
the personnel and whatever it takes to make up the program, pro- 
ducers, baseball owners or what have you, are the ones who are going 
to try to sell it in a way that they can get the most out of it. Isn’t 
that true? 

Mr. Pierson. This is certainly true, and I do not think it is 
settled—— 

The CHamrman. And you are going to go to the man who furnishes 
the program. 

Mr. Prerson. We certainly are. That is, the programs that are 
not now in the home. 

The Cuamman. They say “We are going to demand this much out 
of it and get it,” and you say “W ell, we believe that we have so 
many decoders, and we would charge them $1.50, and the American 


people are going to pay for it or they are not going to see the world | 


series. 

Mr. Pierson. I think you can make those assumptions and come 
out with the result which you have, Mr. Chairman. But the assump- 
tions are not proven. I think from our point of view they are totally 
invalid, and I think for one basic reason. The budget ‘of a family 
is going to be limited, as it is now, for the money they will spend on 
recreational and entertainment events. 

We introduce, therefore, a new dimension in terms of their decid- 
ing whether it is true or not. 

‘When they decide now whether they want to look at television 
instead of doing something else, there is no cost factor involved. If 
they want to look at ours, they not only have to be disposed to sit in 
front of the set, but they also have enough money left in their budget 
to buy our program. That limits, to a very substantial extent, what 
money we are going to get from them. 

The Cuarrman. You are not directing your answer to the question 
I am trying to develop. Believe me, I am concerned about it, and | 
want to know. 

Mr. Pierson. I can explain. Perhaps I did not connect it up, Mr. 
Chairman, andI am sorry. I say that when you assume that they will 
pay $1.50 for this event, and, therefore, no one in advertising tele- 
vision can compete with us for that— 

The Ciaran. I could have made it 50 cents. I am not concerned 
with what the fee is right now. I am concerned with the principle 
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behind it as to who is going to determine the result which the Ameri- | 


‘an people are going to have to take. 
Mr. Pierson. I would say that the public will determine what pro- 
grams we buy by what they are willing to pay for. 
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base. The Cuarrman. You do not try to tell this committee, do you, Mr. 
out of Pierson, that the American public in a large way are not interested 
ecalise in programs such as world series baseball games, prize championship 
ollars, bouts, boxing bouts, Rose Bowl games and other bowl games, and 
c it is certain other kinds of programs that have been mentioned here, like 
ike no My Fair Lady, and things like that ? 

aying You do not try to tell this committee that you know a large seg- 
would ment of the American people are not going to be interested in seeing 

those, are you 4 

| this, Mr. Prerson. What I am trying to tell this committee, Mr. Chair- 
nS, OF man, is precisely this. When a family is confronted in 1 week with 
, pro- a choice of what it will spend its money for on programs, I think one 
yoing thing is for sure, that it is not unlimited, and we do not know yet what 


Isn't people will pay for. We cannot be certain that you are right. That 
is What this test is to prove. 

The Cuarrman. I still cannot get you down to it. I am talking 
about a particular program which the American public wants, and 
which it is going to get, if it can possibly get to it. In order to get that 
rogram, that particular set has to have the decoding operation on it; 
t are | is that correct ? 

: Mr. Pierson. If the program is available to them only on box 


it ig 


shes 


h out | office, that is true; yes. 
ve so | The Cuarman. Well, whatever gadget you have to have. You 
rican have to have a gadget there. 
rorld | Mr. Prerson. Yes. 
The Cuarrman. The American public, then, will take this program 
come | or that program for which they kill pay a very large sum. 
imp- | Mr. Pierson. This is where you assume something. I don’t know 
tally | whether it is true or not. 
mily | The Cuarrman. I am not assuming anything. I know and you 
don | know the American public that well. When they once get this gadg- 
etry to see this program they will pay a large amount because they 
cid. | have to pay, then, haven’t they, in order to get the 1 or 2 programs 
: which they might want ? 
sion | Then they have that kind of an operation right on their sets, haven’t 
If they ¢ 
it in Mr. Pierson. Yes. 
dget The Cuarrman. All right. When they get it on there for the cream 
vhat programs, then they have it and they are going to use it on all other 
programs, which leads right into it, doesn’t it ? 
tion Mr. Pierson. I disagree completely. I donot think they can use the 
id I decoding unit to get all of their programs, because every time they use 


it, it costs them money, and there is a money limitation upon the extent 


Mr. of their use. ." 
will I have told you that I do not think we could anticipate more than 


ele- | 4or 5 hours a week out of any family, and the rest of the time they are 
going to be looking at advertising TV and creating a tremendous me- 

ned | dium by which advertisers will still continue to pay money to reach 

iple | them. 

eri- | The CuHarrMan. Your contention is that there is potential expansion 


in the market, in the advertising world, that this kind of an operation, 
ro- | should it occur, will take these prize programs, and yet there would 
: be plenty of the old way of advertising to give the public the free 

: programs, as they have had generally, newscasts and so forth. 
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Mr. Pirrson. I do not understand what you mean by these prize are t 
programs. to co 
The Cuamman. [am talking about the programs that the American M 
people want specially to see. TI 
Mr. Prerson. In or out of the home ? M 
The Cuairman. I think that is what you are seeming to avoid; I T 
know you are not trying intentionally to avoid it. wou 
I am talking about “the program which you know the American that 
people want to see. That is, programs like the world series games, or the: 
these special movies, like My Fair Lady, or things like that, which you peo 
know they want to see. When you drain those cream programs, that y 
is, the cream of the crop of programs, from this free operation that bell 
they have had in the past, you do not think that will in any way I 
adversely affect the other kind of programs which would continue to \ 
be given by free television res) 
Mr, Pierson. There are some built-in assumptions. They do not the 
now have My Fair Lady, even though a network owns it. ad 
The Cuarrman. I was using that as an example, of course. I could eat 
use any other cream program. alr 
Mr. Pierson, I think by the time we have bought and paid for the ou! 
programs which the people now have to pay to see, which are the 
things they are most likely willing to pay to see new, we would have on 
very little left from their budget to get them to pay for anything else. 
The Cuamrman. Now you are going to argue about how muc ch the lo 
American people are going to pay asa | budget thing over a period of a 
week. th 
Mr. Pierson. This is a realistic approach to the public, that what ne 
your propose to do for them has budget limitations. There must be mn 
a point in terms of volume of programs, at which no matter how many n 
more we put on the air, the public will not spend $1 more, because 
they are out of money for that purpose. We have estimated that if h 
we got 15 percent of the time of the station, that this would give us 
the opportunity to put in box office programs that would yield the v 
maximum we could ever get from that home, even if we carried toll 
programs 120 hours a week. You may disagree, Mr. Chairman, with t 


our assumptions, but these were ser iously arrived at as a basis to make 

very substantial expenditures. We in good faith made that recom- 

mendation to the Commission, and we still do. How can we possibly 

believe what you posit will happen, if we are willing to be limited to ( 
15 percent of ‘the time ? 

The Cuarman. Of course, you are trying to argue, as T see it, : 
to what the specifics are. ( ‘ertainly I know you were honest in w hat | 
you represented to the Commission, and in what you are saying now. 
But I am trying to get down to some specific point which is funda- 
mental to me in this whole thing. 

I am trying to develop facts for my own information, 

Mr. Pierson. I appreciate that, sir. I hope the vigor of my re- 
sponses does not show disrespect. 

The Cuatrman. I appreciate that. But it is commonsense to me 
that if you have a dozen of the most outstanding programs of interest 
and concern to the American people, as the ‘world series baseball 
game, which has paid $3 million, if you have a dozen of those kinds 
of programs, and you put them into the box office type operation you 
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are talking about, isn’t it going to reduce the ability of the free system 
to continue to operate to provide other programs ¢ 

Mr. Pierson. No, I do not believe so. 

The Cuairman. You do not think so? 

Mr. Pierson. No, I do not. 

The CuarrmMan. Taking an entirely different approach, you say it 
would be through the box office proposals, which you refer to. Does 

that mean, then, that this kind of an operation would transfer the 
theater business from the theaters to the homes of the American 
people 

Mr. Pierson. I think there is a strong likelihood, and I think they 
believe that, or they would not be fighting it. 

The CuarrmMan. What do you think about it? 

Mr. Pierson. I believe that the people will decide. As I said in 
response to an earlier question, except for the people who go out to 
the theater because they prefer not to stay at home, or except for the 
advantages a theater will have in large screen productions, we will 
eat into their patronage, probably to a lesser extent than television 
already has, but to some extent. They don’t like either type, obvi- 
ously. 

The CHAIRMAN. You do not think it would have as great an effect 
on the theater business, as such, then, as the television itself has had ? 

Mr. Prerson. Well, it can’t have much greater, because they have 
lost about half of their theaters. They only have half left. 

The Cuarmman. That is the unfortunate thing about it. Most of 
those that have been lost have been in the rural areas, where people 
need types of recreation as badly as they need it anywhere. You do 
not find too many of these larger theaters that are going out of busi- 
ness, especially in the heavily populated areas. 

Mr. Prerson. I think there were 1,200 this year. I do not know 
how those were distributed, however, in terms of clin centers. 

Mr. Hesettron. How many theaters are equipped to handle tele- 
vision programs / 

Mr. Prerson. I believe that the last count showed there were 150 
theaters. approximately. 

Mr. Hesetton. How much of an audience would that take care of ? 

Mr. Pierson. 500,000 was their estimated capacity. 

Mr. Hesevron. As I recall, the Marciano-Charles fight was han- 
dled entirely through theater television, is that right ¢ 

Mr. Pierson. Yes, sir. 

Mr. Hxseron. So that there was a very limited audience, outside 
of those who could get tickets, and travel to the bout itself. Is that not 
true of a good many other events of possible interest, such as football 
games, or certain football games ? 

Mr. Prerson. That is true. I do not know how many thousand foot- 
ball games were played this last season in the United States, in college 
games, but only 28 out of the total amount were seen on television. 
In baseball, there is no television of baseball at all in Milwaukee and 
Kansas City, and a number of locations do not telecast their home 
games. There is a tremendous amount of these very popular events 
that people now have to leave their home and pay to see, and it is those 
events that we hope to bring to the public at a lower cost. 
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Mr. Hesetron. I am interested in the other side of this coin. I ree- As 
ognize the validity of statements made by the chairman about the | worlc 
world series games. I suppose nearly everyone of us looked at one Jast y 
of them at one time or another. But there is a great broad field in Mr 
which theater television has, if I can use the word without any reflec- M1 
tion upon anybody, something of a monopoly. many 
Those who cannot get either into the stadium where the event takes Mi 
place, or into the theater, cannot see it; is that correct? milli 
Mr. Prerson. That is correct, without paying a price. M 
Mr. Hesevron. On the other hand, if pay television was a reality, sets @ 
anyone who wanted to subscribe to any one of the systems, if you Mi 
were able to make it attractive to them, would be able to see those whel 
events; is that right ? some 
Mr. Prerson. That is correct. ‘M 
Mr. Hesevton. That isall. Thank you. worl 
The Cuarrman. Mr. Williams? grea 
Mr. WituraMs. Mr. Pierson, from the standpoint of the American wor] 
public, as I see it, those who would like to see subscription television were 
believe it would give them an opportunity to witness programs which M 
they now do not have the opportunity to witness. In_ other M 
words, it would give them the opportunity to see a higher class of pro- pub 
gram which they do not see on free television. itsel 
On the other hand, the chief fear that I have heard expressed is that mor 
it will deprive them of seeing some of the better quality programs, and tren 
I will use the example of the World Series, and so forth, that they N 
now get free. can 
Would you like to comment on those two, on the hopes and fears of \ 
the proponents and opponents among the public, and tell us whether cha 
or not they are based on solid ground ? ope 
Mr. Pierson. There is no factual predicate upon which that conelu- , 
sion can be reached either way. That is, whether you are one that thi 
believes they will take free programs, or whether you are one that be- I 
lieves they will not. Ch 
Mr. Witu1ams. Do I understand that both sides are right to a cer- 
tain extent ? to 
Mr. Pierson. The point is that in order to determine what we could col 
take away, we have to determine a lot of facts that can only be deter- | 
mined by experience. It is through the test period that we hope we to 
will get this experience and these facts. wo 
I commit Zenith to one thing, that if through that test period it ap- po 
pears that the fears of our opponents have been proven, you can rest - 
assured that Zenith, as a matter of its own self-interest, will propose ; 
some kind of limitation to prevent that from happening. P 
Mr. WiiuiaMs. Are you in a position to say that the public would 
not be deprived of any programs that they now receive free? pt 
Mr. Pierson. I am only in a position 
Mr. Witx1ams. When I say deprived, I mean having a charge placed fc 


on them. 

Mr. Prerson. I do not think so. I can only speculate, as our oppo- 
nents must. But I must confess that I have no more facts for support- 
ing my view than they have for theirs. 

Mr. Witu1ams. I think quite obviously the public would receive pro- | 


grams that they do not now receive. I think wecan goon that assump- | 
tion rather safely. 
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As to the matter that Mr. Avery brought up a moment ago about the 
world series, what was the television audience for the world series 
last year? Do you know. 

Mr. Prerson. I do not have the figure, but it was many, many people. 

Mr. Wiu1aMs. Can you give me an estimate of approximately how 
many television sets rec eived the world series last year ¢ 

Mr. Prerson. I am informed that on the Sunday game it was 67 
million people. 

Mr. Witu1aMs. That would represent approximately how many 
sets ? 

Mr. Pierson. The best estimate I understand has been made some- 
where between 1.7, and 2.5 viewers per set. Probably that represents 
somewhere in the area of 30 to 35 million sets tuned in. 

‘Mr. Wittrams. Assuming that this should go into effect, and the 
world series would be placed on a subscription basis, that would 
greatly limit the number of sets that would be able to receive the 
world series, even if every set that had the necessary attachments 
were used ; is that correct ? 

Mr. Prerson. That is correct. 

Mr. WiuraMs. Well, should that come about, then, the American 
public would be faced with 1 or 2 alternatives: Either it would find 
itself in the position of paying a tremendously increased amount of 
money to watch the world series, or the audience would be limited 
tremendously. 

Mr. Prerson. Yes; and if the audience is limited tremendously, we 
cannot afford to compete with the advertisers to buy the program. 

Mr. Witirams. But where the audience pays, you could afford to 
channel your programs to a limited audience more so than a free 
operator ? 

Mr. Pierson. I do not believe that that follows, Mr. Williams, for 
this reason: I think an advertiser or advertisers in a group 

Mr. Witt1AMs. I was simply following the line of the question of 
Chairman Harris. 

Mr. Prerson. I think they in a group very likely would be willing 
to spend much more money to reach 67 million people than we could 
collect and pay for them from people that would pay us to see it. 

But, again, I am in the area of speculation. We really do not have 
to worry about the world series. As Mr. Porter stated, they are 
contracted away to the networks for the next 5 years, and there is no 
possibility, at least in the test period, of our opponents’ allegations 
coming true with respect to the world series. 

The CuarrMan. Does anyone else have any further questions of Mr. 
Pierson ? 

Mr. Pierson, would you supply for the record the names of your cor- 
porate officers so we mi Ly have that information ? 

Mr. Person. Yes, sir. Do you want it orally or should I supply it 
for the record ? 

The Cuarrman. You may supply it for the record, unless you prefer 
to give it orally. 

Mr. Prerson. I would prefer to give it in writing. 
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(The document referred to follows:) 


ZENITH RApDIO Corp. 
Directors : 
EK. F. MeDonald, Jr. 
Karl E. Hassel 
Hugh Robertson 
Frank A. Miller 
W. S. Woodfill 
EK. Norman Rauland 
Joseph S. Wright 
Officers : 
Kk. F. MeDonald, Jr., president and general manager 
Hugh Robertson, executive vice president 
Joseph 8S. Wright, vice president and general counsel 
Leonard C, Truesdell, vice president and director of sales 
S. Kaplan, vice president and treasurer 
G. E. Gustafson, vice president, engineering 
Donald MacGregor, vice president, production 
J. EB. Anderson, vice president, purchasing 
Dr. Alexander Ellett, vice president, research 
Erik Isgrig, vice president, advertising 
Clifford J. Hunt, vice president, distribution 
Eugene M. Kinney, vice president, hearing aid 
J. M. Ferren, vice president, industrial relations 
John A. Miguel, Jr., vice president, export 
Francis W. Crotty, vice president, patents 
Karl E. Hassel, secretary and assistant vice president 
J. E. Brown, assistant vice president 
J. Kuhajek, assistant treasurer and assistant secretary 
Hazel M. Chesser, assistant secretary 
os | 

Mr. Dinceti. Mr. Chairman, I do have a few questions to ask. I 
deferred today, because I asked a few more questions yesterday than 
was really proper. 

The CHatrman. You may proceed. 

Mr. Drneet. Mr. Pierson, I want to compliment you on the good 
job done on behalf of the people you represent. 

Mr. Prerson. Thank you. 

Mr. Dinceti. There have been some questions that I have about the 
business of pay TV cleaning off the cream of the programs from the 
free TV. You represent Zenith TV, is that correct ¢ 

Mr. Prerson. We represent Zenith Radio Corp. 

Mr. Drnceii. Zenith Radio. It was interesting to me to see a quote 
from the president of your corporation, where he spoke of Mary 
Martin and the Peter Pan program. I think you will find that in the 
grav book. That is where I am going to read it from. 

Mr. Prerson. What page are you on? 

Mr. Dince1i. Page 26, at the bottom. He was quoted saying as 


follows: 


Approximately 20 million receivers were turned to this program. With the | 
Same show on subscription television, the same audience paying 25 cents per set | 
to watch the attraction at home, the box office would have received $5 million to 
be divided between the producer, the distributors and the broadcasting stations. 

My question is this: On that basis, it would appear that a sub- 
stantially lesser number could have outbid 20 million families seeing 
the same show for free. Am I correct? 

Mr. Prerson. I think you are absolutely correct. 

Mr. Drxceny. So it would be fair to infer that insofar as that par- 
ticular show, at least, pay TV, had it been so minded, could have taken 
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that particular show off the channels to persons who either were un- 
willing or unable to buy or subscribe to the service that you would 
offer them, is that correct / 

Mr. Pierson. | think pay TV would carry those shows when they 
are first staged, and I think they would carry shows such as that 
regularly, not once every year. This is once in 5 years. This is aaa 
a rare box office program that the networks have carried. They have 

carried it at tremendous losses of money. They didn’t do much of it 
until subscription television started making its attempts. 

It is true that on rare occasions they have put on box office programs. 
They have not been the regular fare. 

If the president of Zenith’s comments had been put in their context, 
what he was trying to show was that instead of getting one of these 
a year, or every 2 or three years this could become the regular fare of 
television. 

Mr. Dinceii. Let us talk about another statement by Skiatron, 
which vou do not represent, but who has, perhaps, a similar point of 
view. 

Mr. Prerson. What page is that on ? 

Mr. Dineen. Page 31. 

At the bottom it says: 

If we assume that the cost to the viewer of a particular program is $1, one 
eustomer for this type of programing is economically equivalent to 140 con- 
sumers under the existing advertiser-sponsor system. In other words, if an 


audience of 7 million people is required to support a particular program under 
the existing system, an audience of 50,000 would support the same program given 


subscription television. 
S It would appear to me that he is again saying that subseription tele- 
vision not only is able to but is certainly willing to outbid free tele- 
vision and advertiser-sponsored television for the same quality and 
same caliber program. 
Mr. Pierson. I think, Mr. Dingell, that Skiatron may have that 
view. I couldn't speak for them. We certainly do not share the view. 
Mr. Dineett. Would you say that is not the idea that your people 
have? 
Mr. Prerson. I would say it is not the idea. 

Mr. Dincexxi. But it is fair to infer that when a real good program 
of the sort of the world series comes along, that as soon as the situa- 
tion permits your people are going to bid on that program; isn’t that 
so ¢ 

| 


ood 


the 
the 


lote 
ary 
the 

Mr. Pierson. I can’t imagine poorer public relations on our part, 
than for the purpose of using the 4 to 7 games, if it was going to be 
on advertising television, that we would try to get it away, because it 
would fill a very small portion of our total program year. 

I seriously say that, if you are speaking of the world series, I doubt 
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e 

i that Zenith, over its system or by its doings, would ever take those 
n to off from free TV. If you are talking about. the broadcast. of home 
ie games, and talking about baseball broadcast in markets such as Mil- 
ub- waukee and Kansas City, and Los Angeles and San Francisco, which 
ing is the only way that people will be able to see them, to pay a price, 


certainly this is, by definition, a box-office program. 

Mr. Dincett. You do propose then to bid those on to pay TV ? 
ar | Mr. Pierson. Well, they are not on free TV now. Those are the 
ken 
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programs we are going after. It is utterly silly for us to try to put on 
programs people can get free and charge them for it. 

Mr. Dinceitt. You would go after a game like the Detroit Lions 
were going to play last year, like the championship game in Detroit, 
and the last game previous to the championship, where the average 
citizen was foreclosed? You would go after that, too ? 

Mr. Pierson. I would think we would. Anything that was box 
office is what we would go after. 

Mr. Dince.ti. Let me go into some other things. Assuming this test 
works out, or assuming ‘that you go into the test, how are you going 
to bill these people? You are going to figure on amortizing the cost 
of the test equipment from the receipts that you get from the sub- 
scribers; are you not ‘ 

Mr. Prerson. Surely. 

Mr. DinGe.. So this test is not going to be performed, then, at the 
cost of the entrepreneur ’ 

Mr. Pierson. Are you speaking of the test period ? 

Mr. Dineen. Yes. 

Mr. Pierson. No, we will not completely amortize that equipment 
over a 3-year test period, indeed not. 

Mr. Dinceixt. How long will it take you to amortize it ? 

Mr. Pierson. Do you mean from a tax standpoint ? 

Mr. Dineext. I am not talking about from a tax standpoint. I am 
talking about getting your capital and a fair return back. 

Mr. Prerson. You are asking me to calculate something where we 
need the very facts we will get from the test. We do not have any 
idea how many people will subscribe, how much they will pay per 
week after they have subscribed, and we cannot tell how long it will 
take us to recapture our investment. If the public accepts this as 
much as our opponents seem to think they will, we probably would 
recapture the investment rather speedily. But if it is only 3 percent 
of the public, as some of the surveys have shown, we probably will 
never get it back. 

Mr. Dincetx. The point I make is this: Here we are told in this 
committee that the cost of this test is going to be on the entrepreneur, 
and the inference that I derive from your statements this morning 
is that it is not going to be on the entrepreneur, but, rather, that it 1s 
going to be substantially on the subscribers that you will have. Who 
will bear the cost of this? 

Mr. Prerson. I think my statement agrees entirely with those made 
earlier by the Commission. I summarized what our proposals were. 
We are not going to sell a decoder. It is true that if a member of the 
public put that decoder in and kept it for 60 to 70 or 80 months, and 
paid us each month for the use of our service, ultimately we would 
recapture it out of our revenue from him, the cost of the decoder. But 
if he puts in a decoder and keeps it 1 month, we certainly are not 
going to recapture it out of him. 

He is completely free to terminate the service at any time. He 
can determine how much of an investment he wants to make, which 
I think he is capable of doing. 

Mr. Drnceti. Three years being the period of the test, you can 
figure on the consumers paying about half of the cost ? 
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Mr. Pierson. I used 50, 60, 70, 80, 90 months, because I don’t know. 

Mr. Dineetu. You used 60 or 70, and I used 3 years, figuring it 
would be the halfway point, taking your testimony. 

Mr. Pierson. It would only be collecting from any subscriber who 
kept his decoder for 3 years. But we have no assurance, and we are 
not going to bind him to keep it for 3 years. 

Mr. Dinceii. Now let us go into another point that has bothered 
me a great deal. When your people have set up this test, have peddled 
this equipment, have gone into the capital expenditures and other 
expenditures that are necessary to bring it about, and the end of the 
test period arrives, would I be fair in saying that there would be no 
clamor whatsoever from you folks that you now have this huge invest- 
ment, and that this huge investment must be preserved. 

Is that going to be a point that you will make in favor of continua- 
tion of pay TV at the conclusion of the 3-year test period ? 

Mr. Pierson. In the first place, we read the act. We know that 
we cannot own frequencies. We have read the Commission’s report. 
We know the term is limited, and we know the Commission has the 
power to cause a termination of it. 

We are fully aware that if this ultimately works out to be against 
the public interest, we are stuck with the tab. 

Mr. Drnceit, But you are as aware as I am, and I am sure we both 
know of instances, where people who have been prevented from so 
doing by law, have actually gone out and bought a piece of the public 
domain by such a ai ision as that. 

Mr. Pierson. I do not think that as long as you have the statute 
that you have, that we could ever get legal title to it. 

Mr. Dixcetx. I want to know if you people are going to use that 
argument or not. 

Mr. Pierson. No, we are not. 

Mr. Dinceii. You may one day be quoted on that. 

Mr. Pierson. I do not mind being quoted on that point. 

Mr. Dinceti. There are some other things here that concern me 
greatly. What would constitute an adequate test ? 

Mr. Pierson. We think what the Commission has proposed would. 

Mr. Dincett. You have no complaints then, with the test ? 

Mr. Pierson. We certainly do not have any complaints at the pres- 
ent time. 

In our respose to the Commission’s letter of May 23, 1957, when they 
asked us what we thought was an adequate opportunity to demon- 
strate the nature and effects of our system, we said as follows: 

Our short answer is that a maximum of three communities for each system 
would appear now to be sufficient, provided the selection of the communities 
would be made by the system owners on the basis of the actual opportunities 
available in each community. 

This is basically what the Commission did. 

Mr. Dineen. To date the Commission has one applicant, and the 
period for applications has approximately 3 months to run, as I under- 
stand it. Would you say that if there are no further applicants dur- 
ing that 3-month period, that this will constitute a fair test? 

‘Mr. Prerson. I would say that if there are no television stations that 
are willing to file for the authority, whether or not it is fair is rather 
academic. No one is willing to do it. 
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Mr. Drnce.y. If you have one applicant during that interim period, 
will that be a fair test? 

Mr. Prerson. I think that it is possible that 1 operation in 1 market 
could contribute perhaps as much information as 3 operations in 3 
markets. But I am so confident because the applications with which 
Zenith will be connected through contract have not yet been filed, and 
| know they are going to be. 

The Cuamman. How m: iny do you expect that to be? 

Mr. Prerson. We expect to file three, though it is f: uirly obvious that 
we could only go into one market at a time. We would have to limit 
it to one market at first. Whether or not the Commission will grant 
us three until we are prepared to go into the second and third market I 
don’t know. 

Mr. Dineety. Let me ask you this question, then: Assuming that we 
have four test areas, is this test going to be adequate to displa iy to the 
Commission, to this committee of Congress, and to the people, the fact 
that we may see this siphoning off occur of the prime television pro- 
grams? 

Mr. Pterson. Well, your siphoning argument right now, Mr. 
Dingell, is built entirely upon certain assumptions of financial facts. 
I think this will demonstrate clearly what the financial facts of life 
are in these communities, and it can be converted to a nationwide 
basis. 

Mr. Dineetx. A nationwide basis, over a long period of time, and 
over a period of substantial growth, of vast growth ? 

Mr. Prerson. Yes; I think so, as well as anything else can be 
preclic ted. 

Mr. Dineeii. Or do you think we are gomg to have to rely on the 
Same experience we are relying upon now with regard to the 
siphoning ? 

Mr. Pierson. You have none now. You will have something. 

Mr. Dineett. We have a pretty good understanding of markets, 
market analysis, and the ebb and flow of the American dollar, wouldn't 
you say ¢ 

Mr. Prerson. I do not believe we have any understanding of 
marketing potential of subscription television. 

Mr. Dinerin. You think it is much greater, then, than has been 
stated, Am I correct in that 4 

Mr. Prerson. I do not think you have any facts on that. T am in 
the position of not knowing whether to be optimistic or pessimistic. 
Zenith is going to put up a lot of money. They would like to know 
the facts. 

Mr. Dincet. You are a difficult witness to question. At one point, 
you know the facts, and then you retreat into ignorance if someone 
strikes at what is a damaging point. 

I would like to get you to the point where you will tell me yes or no 
when I have a question that might be helpful or harmful to your case. 
Mr. Prerson. I am sorry I have not intended to be irresponsive. 

Mr. Dincet.. You have been very responsive, from your point of 
view. 

Well, I want to thank you again for your information. You have 
done a fine job for your company. 


Thank you. 
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The Cuamman. You mentioned the fact about the timing, Mr. 

Pierson. Do you expect the subscriptions television programs to be 
available during all segments of the day? I understood from what 
you said you did not. 
' Mr, Pierson. No; we do not. Under the Commission’s report, a 
station has to maintain balanced programing. It would be impossible 
for them to contract with us to give up that amount of time. I know 
that this is one thing that the Commission has indicated it will go into 
very carefully when the application is filed. 

The Cuairman. You hoped you could get it primarily during the 
so-called prime evening hours, 1 suppose. 

Mr. Prerson. Certainly for motion picture features this would be 
the time we would want. For some box office sports events it might 
occur durmg the daytime. 

The CHarrmanx. Would you expect to carry commercial advertising 
on a subscription system ¢ 

Mr. Prerson. We will not license owr system to any one that will 
permit it. 

The Cuairman, The briefs filed by the Zenith Radio Corp. in the 
FCC proceedings will be filed with the committee in order that they 
might be readily available to the members. 

(The documents referred to have been placed in the committee files.) 

The Cuarrman. Again let me thank you for your cooperation and 
your statements here. 

I want to say that if, during the course of these hearings, some- 
thing develops which you feel is new, and which you would like to 
respond to, you will be given the opportunity. We never cut anyone 
off. I want you to know that. We do not follow the procedure where 
we give rebuttal and re-rebuttal and so forth, but if something new 
comes up, we always he: ar from the other side. 

Thank you very much for your appearance here today. 

The committee will recess until 2 o’elock. 

(Whereupon, at 12:45 a recess was taken until 2 p. m. of the same 
day.) 

AFTERNOON SESSION 


The CuatrmMan. The committee will come to order. 

Resuming the hearings this afternoon on the issue of pay television 
we have as our witness the Honorable Paul Porter. 

Mr. Porter is presently a practicing attorney here in the city of 
Washington and has a varied background and a lot of experience in 
Government. Mr. Porter appears today representing, so I am ad- 
vised, the International Telemeter Corp 

Mr. Porter, we welcome you back to this committee. 


STATEMENT OF PAUL A. PORTER, INTERNATIONAL TELEMETER 
CORP., WASHINGTON, D. C. 


Mr. Porrer. Thank you, Mr. Chairman. 

I have had many pleasant experiences before this and other commit- 
tees of the Congr ess, and before I begin with what brief comments I 
may have to make in view of the fact that my old friend and brother 
at the bar, Ted Pierson, received so many deserved accolades from 
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the committee for his brillant testimony this morning, I would like 
to engage at this point in a criticism of a statement ‘that he has on 
page 9 of his prepared statement, and I am saying this with all affec- 
tion and tolerance, where he says at the bottom of the page: 


Obviously, no advertiser could afford to pay 5 or 10 million dollars merely to 


show one 90-minute feature of recent release, such as The Ten Command. 
ments * * * 


That happens to be a production of my client, Paramount Piec- 
tures. So the record will not be in error, I will say that the negative 
costs were $16 million. 

The CHarrMan. Was that on page 9? 

Mr. Porrer. Page 9 at the bottom of the page and carrying over on 
page 10. 

The negative costs were $16 million. The advertising and exploita- 
tion cost ‘another $5 million. It runs 3 hours and 48 minutes. 

I am glad to get this plug into the record as well as to correct this, 
and if you haven’t seen the picture I would urge you to do it im- 
mediately. 


Mr. Chairman and gentlemen of the committee, I am counsel for 
International Telemeter Corp. International Telemeter is an affiliate 
of Paramount Pictures Corp., which is one of the major producers, 
as you gentlemen know, of feature motion pictures, and I would like 
to take just a moment, if I may, Mr. Chairman, as I think I neglected 
it, to request that my brief prepared statement be incorporated in 
the record. 

The Cuarrman. Your statement will be incorporated in the record. 
I assume this is it that I have here. 


Mr. Porrer. Copies have been furnished to the chairman, mem- 
bers of the committee, and to the clerk. 
(Mr. Porter’s prepared paper follows :) 


STATEMENT OF PAUL A. PORTER CONCERNING SUBSCRIPTION TELEVISION 


My name is Paul A. Porter. I am a member of the firm of Arnold, Fortas & 
Porter. My firm is counsel for International Telemeter Corp., which is an 
affiliate of Paramount Pictures Corp. 

International Telemeter is the proponent of a subscription television system 
called Telemeter. 

The Telemeter system can be easily distinguished from other systems because 
it is the only truly pay-as-you-see system. The other systems provide for pay- 
ment long before or long after a program is viewed. 

The reason for Telemeter’s adoption of a pay-as-you-see system is Paramount’s 
long experience in the motion-picture-entertainment field where experience shows 
that the public prefers to pay for amusement as the mood strikes. Neither ad- 
vance payment for entertainment nor credit schemes have ever had substantial 
success in the motion-picture field, or, for that matter, in any other mass-enter- 
tainment medium. 

Telemeter’s pay-as-you-see principle is carried into practice by the use of a 
coinbox attached to a television set. A home viewer has only to drop a coin 
in the box on his set to See a subscription program he desires. 

This system is adaptable to either the air-link or wire-link method of carrying 
the program to the subscriber’s home. In the air-link method, the Telemeter 
program is broadcast by a television station and it is “scrambled” so that it 
cannot be received by the ordinary set without Telemeter decoding equipment. 
This method, as you know, requires FCC approval. 

In the wire-link method, the program is carried to the subscriber by wire, and 
the system does not require FCC approval. This method has already been tested 
In Telemeter’s view, it holds the greatest hope for immediate progress. 
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Telemeter supports the FCC’s decision of October 17, 1957, to authorize tests 
of various air-link subscription-television systems even though, in Telemeter’s 
view, these tests will be much too limited. Telemeter opposes the Celler bill 
(H. R. 586), the Beamer bill (H. R. 9629), the Madden bill (H. R. 9690), the 
Powell bill (H. R. 9706), and the Bailey bill (H. R. 9898), all of which would 
prohibit the Commission from authorizing air-link systems. Whether all of 
these bills would also prohibit wire-link systems is unclear. Congressman Celler, 
based on his statement to you, does not intend to prevent subscription television 
by wire. 

Many of you gentlemen have asked whether the Commission has legal authority 
to authorize air-link tests. In my opinion, it clearly does. A brief which we 
filed with the FCC in June of 1955 gives support for this opinion in some detail 
(pp. 6-12). I will make copies of this brief available to you and your staff if 
you so desire. I see no need to burden you with oral argument on the matter 
now. 

Whether air link or wire, the need for subscription television is clear. The 
present system falls far short of fulfilling the role which television could have 
in our present society. Under the present system, it is the advertiser who nor- 
mally bears the direct costs of a program. The character of the program is 
inevitably limited by the sponsor’s needs in terms of selling his product. While 
the networks have generally tried hard to bring the American public varied, 
high-quality entertainment, they must, by and large, serve the piper who pays. 
They cannot afford to broadcast, for long, programs which are not sponsored. 

To be supported by a sponsor, a program must meet a number of criteria. The 
cost per set tuned in must fall within what the sponsor is willing to pay— 
usually less than 14% cents per set per half hour. Moreover, the program must 
fit in with the overall advertising campaign of the advertiser, must reach the 
audience he desires to reach, and must supply the repetition of advertising mes- 
sages he needs. 

An advertiser might, for prestige reasons, splurge on 1 or 2 “spectaculars” in 
which the cost per set was more than his usual limit, say 11%4 cents. But, he is 
not likely to support such programs on a frequent and regular basis. Instead, 
he will probably choose a series of programs designed to cost less than a cent 
and a half per set tuned in. 

To achieve such a series, not only must production costs be cut, but, even 
more important, the program must be designed for the lowest common denom- 
inator—to have the greatest mass appeal. I Love Lucy is typical of a program 
which has both low production costs and great mass appeal. It is, therefore, 
the advertisers’ ideal. 

The advantage of subscription television is that it can be financially success- 
ful without broad mass appeal. A minority which is willing to pay more than 
a cent and a half each can support a program which appeals only to that 
minority’s tastes. Indeed, payment of just 15 cents each would cut the audience 
needed to support the program to one-tenth that necessary for a sponsor-sup- 
ported program. Opera, ballet, educational programs, and a wide variety of 
other presentations appealing to minority tastes are possible. 

Moreover, programs of greater cost than now appear on television can be 
seen if a large audience pays to see them. Current movies, for example, cost 
more to produce than television can now afford to pay. They must first be 
shown in theaters, so that production costs can be recovered. Only after they 
have had at least one theater showing around the country is it profitable to 
show them on television. 

Sports events, such as the heavyweight world-championship fights, which are 
not now available on sponsored television, could be shown on subscription tele- 
vision. Subscribers could, collectively, pay enough to make up for the loss in 
gate receipts or in revenues from theater television showings. 

To provide wide variety and top quality in programs so that television can 
fulfill its full potentalities, a new method of economic support is clearly required. 
Pay TV will fill that requirement. The question should not be whether any 
subscription television should be permitted, but whether air link as well as 
wire should be authorized. 

The Telemeter system will work with either method, and Telemeter believes 
air link should be authorized so that both methods may be tried. The wire or 
closed-circuit system, however, will clearly come first; it is already in use. More- 
over, it has certain advantages from a public-interest point of view. 

One clear advantage is that the wire system will add channels to existing 
sets, not subtract them. Suppose, for example, that channel 6 on your set is 
now dead because no local station broadcasts on that frequency. Telemeter 
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proposes to come into your house, if you wish to subscribe to the system, and 
install a small attachment to your set which will give you three new live chan. 
nels, 6-a, 6—-b, and 6-c. A simple flip of the switch could bring you the choice of 
three additional programs on your receiving set. 

Some of these programs would not require the deposit of a coin, because the 
cost of bringing the program into your home is negligible after the equipment is 
installed. In this category would be community and civic events—a meeting 
of the town council, a lecture piped in from the local university, a concert by a 
local civic orchestra or choir, or, indeed, a speech by one of you gentlemen, 
Telemeter proposes to provide what practically no stations have been able to 
afford in television so far—a true outlet for local self-expression. 

The main support for this will come, of course, from the paid entertainment 
which can be received only by placing coins in the coinbox. By doing this, you 
will be able to receive first-run movies, world-championship heavyweight fights, 
legitimate-theater productions, opera, ballet, concerts, and many other top- 
quality productions. 

Thus, pay TV by wire would add, not subtract. It would add to the number 
of useful channels on your set. It would also add to the programs available 
in your home. I agree with the opponents of subscription TV that it should 
take nothing from the people. Telemeter would meet what Chairman Doerfer 
called the crucial test in his testimony to you. Telemeter would supplement, 
not supplant, sponsored television programs. 

Telemeter’s wire system would go a long way toward solving the problems 
of monopolistic control in the television industry against which both the 
Congress and the Commission have inveighed. These problems are caused 
in large measure by the scarcity of channels. This country is presently 
anchored to 12 VHF television channels. The public has invested more than 
$15 billion in sets capable of receiving few more than 400 VHF stations. Only 
about half of the top 100 markets have 3 or more stations. Two or at most 3 
American enterprises—the 8 networks—control the programs seen by the major- 
ity of the 40 million American homes for viewing periods estimated to be 3 to 5 
hours per day. 

The network programing is not widely diversified; it is usually not even of 
high quality. Just as the turkey dinners the Army serves on Thanksgiving and 
Christmas do not reflect the caliber of the daily mess, the “spectaculars” occa- 
sionally served up by the networks do not reflect the quality of their daily fare. 

Reports of network dominance and monopoly have come from responsible com- 
mittees of the Congress and from Dean Barrow at the FCC. Because of the 
scarcity of channels and the existing monopoly, a fourth network could not 
possibly secure access to many stations for significant amounts of hew programs. 
At the local level, the stations provide little outlet for local expression becasue 
their time is used up by network programs and old movies, and because the 
sponsorship system does not ordinarily pay for the telecasting of events of local 
civic importance. 

Is this the realization of the dreams of those who pioneered the television 
medium? Does this limited system fulfill the full potential which the technology 
can accommodate? Does every American enterprise with something to offer 
and every responsible voice with something to say have an opportunity to do 
so over the airways? The answer to each of these questions is an emphatic 
“no,” 

Pay TV ean provide an affirmative answer to these questions. Without 
obsoleting present consumer investment, wire systems can add 3 new channels of 
communication into many of our 40 million television homes. Pay TV can thus 
alleviate the growing pains suffered by a burgeoning giant cooped up in a small 
box. 

The opposition to the wired system comes largely from the theater owners 
who see further losses of patronage at their theaters if superior programs are 
provided in the home. The networks and many broadcasters oppose air-link 
methods, but not even their outspoken association, the National Association of 
Broadcasters, has condemned wire-link subscription-TV. 

Of course, vested interests almost always attempt to Suppress or impede new 
industries which threaten competition. But, where would television be today if 
the Congress or the Commission had refused to authorize a television system 
because radio stations feared loss of audience? Competing industries should be 
encouraged, not inhibited by the authorities. 

I define the underlying issue before you gentlemen today as one of access. All 
Telemeter wants is an opportunity to compete fer the attention of the Ameri- 
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can people. All it asks is access to the American home so that it may compete. 
If the public is unwilling to pay, Telemeter will be the loser. All it desires 
is an opportunity to find out. 

The Commission has announced its decision to provide that opportunity by 
air-link tests. The conditions are complex and some may think onerous. I am 
grateful to Jack Gould who characterized the Commission’s test announcement 
asa “policy of protracted tentative pregnancy.” 

I think that pay TV may be unwilling to wait out this period of protracted 
tentative pregnancy. A trade publication recently reported almost 100 applica- 
tions were pending in city halls throughout the country to obtain permits to use 
municipal facilities such as telephone poles, city streets, and conduits to bring 
subscription television into homes. Telemeter has itself received more than 50 
applications for franchises to use its system in proposed installations around the 
country. Franchise holders proposing Telemeter systems have already applied 
for, and, in one case, received, authority to use municipal facilities. Tne year 
1958 will probably see the Telemeter wired system in use in a number of repre- 
sentative markets. 

Subscription television offers a new and exciting medium to bring entertain- 
ment to the people. It offers an entirely new economic basis which should pro- 
vide widely diversified and top-quality programs. The public is entitled to an 
opportunity to decide whether it wants this new system. 

We submit that Congress has an important responsibility to the public¢c in de- 
termining the policy that is presented by the prospect and, I may add, the cer- 
tainty of subscription television. Telemeter favors the use of television chan- 
nels for a subscription service. The economics of the system must necessarily be 
determined by trial and error in the market place. A wire or closed circuit sys- 
tem offers both initial and long-term advantages. Growth can be planned and 
orderly by the use of the closed circuit system. 

However, as the service develops it is the position of Telemeter that there 
should be no prohibition against the use of broadcast frequencies in order to 
extend the service. Telemeter can rapidly integrate its wired system into the 
air-link procedures. Indeed, the present congressional policy is to effectuate the 
fullest and most effective use of broadcast frequencies. Subscription television 
will ultimately bring about a demand by the public and by broadcasters for the 
extension of a subscription service over the air. 

Finally, we do not believe that this committee would for a moment undertake 
to enact legislation that would seek to seal off any existing system and thus pre- 
serve the status quo. In this dynamic field to legislate in order to suppress new 
ideas and new opportunities would be to adopt a policy of stagnation. I cannot 
conceive of Congress undertaking to prohibit by legislative fiat a new force which 
will bring additional opportunities to the viewing public. 

Mr. Porrer. A word about Internation Telemeter, which, as I have 
said, is an affiliate of Paramount Pictures Corp. 

Some years ago when the full impact of television was felt wpon 
the entertainment habits and procedures of the American public Mr. 
Barney Balaban and his associates at Paramount Pictures recognized 
that there should be some system whereby access to the American 
home that had been developed by television should be competitively 
available to independents as well as to the networks, whereupon Para- 
mount Pictures took over, organized and developed International 
Telemeter. 

With a number of competent research engineers, physicists, mathe- 
maticians, and other technicians, and at substantial expenditures of 
money, a system of subscription television was developed, and we call 
this the p: vy-as-you-see system of subscription television. 

Pay-as-you-see has certain differences from other systems, and I 
don’t believe it appropriate here to argue the merits of any particular 
system, because I am certain that this committee is concerned funda- 
mentally and primarily about the broad policy questions that are in- 
volved, but I feel it appropriate to point out the direction in which In- 
ternational Telemeter’s research and activities were directed. 
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In the first place, with the experience of Paramount Pictures, hay- 
ing been long a leader in the entertainment field, they recognized that 
the payment for entertainment on credit had never been a financial 
success. This caused them to reach the conclusion that a subscriber 
should pay at the time and before the program was made available 
to him, so a simple coinbox, after much research, was developed and 
this is an attachment on the television receiver in which coins up to 
$2 can be put in. A decoder then begins to operate and the subscrip- 
tion program is thus made available to the subscriber. 

This system will work either on a closed circuit or on television 
broadcast frequencies. The principles are identical insofar as the 
consumer is concerned. 

As the testimony here has developed, the wire or the closed-circuit 
system, which carries the program by coaxial cable or wire to the 
household, does not require at the present state of the law any Com- 
mission approval. The air link method does. The Telemeter system 
is sufficiently flexible, just as I think other systems are, to work either 
way. 

Basically, Telemeter supports the Commission decision of Oc- 
tober 17, 1957, authorizing the tests which have been described before 
you gentlemen in the preceding testimony. However, we do oppose 
the various bills that have been introduced, the Celler bill, H. R. 586, 
the Beamer bill, the Madden bill, the Powell bill, and the Bailey bill, 
which would prohibit the Commission from authorizing the tests 
which they have now proposed. 

I understand that Congressman Celler in his testimony before your 
committee said that his bill was not intended to in any way prevent 
subscription tests by wire, and the other bills are not too clear as to 
whether they would prohibit subscription television by wire, and I 
will come to that in a moment. 

Various questions have been asked about the jurisdiction of the 
Commission to authorize these off-the-air tests. We support com- 
pletely the Commission’s position that they do have the statutory au- 
thority to authorize such tests, and we filed, Mr. Chairman, with the 
Commission in 1955 an elaborate brief giving our views as to the 
statutory and legislative authority of the Commission to do just 
what they have done. 

I have no desire, Mr. Chairman, to encumber the record with this 
brief which we have filed, but I would like the privilege of making 
it available to the committee and staff for reference purposes, I don’t 
think it adds much to the data that has been submitted by the Com- 
mission by Zenith, but I will file it. 

The CuHatrman. If you will file it with us so we will have it for 
our files and available, we will appreciate it. 

Mr. Porter. Indeed, sir, I will file it with the committee for refer- 
ence purposes. 

I would like to emphasize that this committee is considering what 
has been described as a most difficult and controversial question, and 
I think it salutary and healthy that the opponents of this system of 
subscription television and the proponents should have a full oppor- 
tunity to come before this committee and develop their views, That 
clarifies and sharpens, I think, the issues that are involved. 
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There has been a great deal of discussion that subscription television 

will take away something that the American public now receives 
without direct charge, and I would like to advert, if I may, to a dis- 
eussion that ensued this morning when Mr. Pierson was on the stand 
with respect to the world series. I would not like to see the op- 
ponents of subscription television utilize the threat the the world 
geries is going to be taken away from the American people and 
therefore either these tests should be prohibited or no subscription 
system of any kind permitted. 
"The commissioner of baseball is on record before another committee 
of this Congress as saying that under the present state of the art he 
would never sanction the use of the world series over a limited medium, 
and for some time to come, being realistic and practical about it, we 
recognize that in the evolutionary process, pay-as-you-see or sub- 
scription television is going to be limited. The commissioner of base- 
ball has stated to the House Judiciary Subcommittee on Monopoly 
that the world series is a national institution. It must have the 
widest possible distribution and in the present contracts giving rights 
to the sponsors of the world series there is a provision that in any 
markets where sponsors of the world series do not elect to purchase, it 
shall be made available to stations either on a sustaining or partici- 
pating basis, so I think that the use of this great national institution 
as an argument against pay television is, if I may characterize it, in 
the nature of a red herring. 

What does the present system of sponsored television offer to the 
American public? 

The networks and the independent stations obviously have done 
very many fine things and attracted a widespread audience, but I 
think this committee should bear specifically in mind that there is a 
definite economic limitation on the amount of money that can be 
expended by sponsors for the purpose of providing programs to the 
American people, and in the document which I will supply for refer- 
ence to the committee which we have filed with the Commission we 
undertook to make a very thorough analysis of the economic limita- 
tions, costs, that the advertiser or the sponsor can economically make 
to provide programs of wide public interest. 

As we all know, under the present system the advertiser pays direct 
cost of the program. Of course we know too that the character of 
the program is limited largely by the advertiser’s requirements and his 
demands. 

While the networks, I am sure, have generally tried to bring pro- 
grams of high quality to the American public, there is this definite 
economic limitation, and this analysis which I have submitted for 
the record can be expressed in rather clear mathematical terms, and 
that is that the cost per set tuned in must fall within what the spon- 
sor wants to pay. 

Experience demonstrates it is usually less than 114 cents in the 
overall advertising campaign of the sponsor to reach the audience 
he desires to reach and to present the repetition that the advertiser 
must have to sell his product. 

Of course, as has been developed in previous testimony, there are 
the spectaculars that exceed that amount, but the advertisers, as Mr. 
Pierson pointed out this morning in the example of Peter Pan, are not 
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going to do this in the regular course of their business, so they look 
at the lowest common denominator in order to achieve the economic 
results that they must necessarily have, and a program of low pro- 
duction cost and mass appeal therefore is the ideal that the network 
sponsor must have. 

We maintain that the basic advantage of a subscription television 
is that it can be economically and financially successful without this 
broad mass appeal, that there are minorities that are willing to pay 
more than the cent and a half per hour per set in use for a program 
that will suit their particular tastes and their desires. 

Mr. Avery. That cent and a half you don’t quite spell out, Is that 
per set, or per viewer ? 

Mr. Porrer. Per set in use. 

Mr. Avery. Thank you. 

Mr. Porrer. The record here I think is clear that programs appeal- 
ing to special tastes—opera, ballet, educational programs, and a wide 
variety of other presentations—would be available on this type of 
system. 

Let’s take the example of current movies. The advertiser cannot 
afford for one exposure to pay the cost programwise even of a low- 
budget picture, and with respect to a picture like the Ten Command- 
ments, as I have adverted to earlier off the record, the producer must 
recover his production costs from the box office. 

Then subsequently they may be released, as many of them have, 
for television distribution, and only after they have been shown in the 
theater. 

[ think it is interesting, Mr. Chairman, that a recent survey that 
Telemeter made in Los Angeles, which has 7 television stations in 
operation, revealed in 1 week 137 old movies were shown, and that is 
not reruns. That isin a single week. 

Now television is scraping the bottom of the barrel in these pre- 
1948 movies, and obviously new movies, even of that quality—even of 
that quality—cannot be produced and sponsored by the advertisers, 
There is just not enough in these costs to permimt the advertiser to 
sponsor it. 

It would take a prophet that is wiser than I am to determine what 
program sources television is going to turn to in nonnetwork time, 
and maybe even in network time, when the inventory of the old mo- 
tion pictures has been exhausted, and it is being rapidly exhausted. 

We know, too, that sports events—and that was discussed this 
morning—are on theater closed circuit and are not being made avail- 
able. We envision that a subscription system will bring those back 
to the public for much less cost than you had if you desired to go to 
theater television to see such an event as the Marciano heavyweight 
fight from $3 to $5 admission. 

Telemeter, as I have said, will work either on airlink or by the closed 
circuit, but we believe that the development and the evaluation of a 
closed circuit of subscription television may, and I underscore may, 
come initially through the closed-circuit system. 

However, we as firmly believe that airlink and the close of broadcast 
facilities should be authorized so that both methods may be tried. 
The closed-circuit system is already here. It is in theaters; it is being 
used in community systems; it is being used in industrial purposes; 
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but there is one clear advantage that I would like to underline in the 
wire system, and you have heard a great deal of discussion, and you 
will hear much more, that a system of subscription television is going 
to subtract something that the American people now get without any 
direct cost. A closed-circuit system will be additive. It will subtract 
nothing. 

To be specific about this, if the committee please, suppose, for ex- 
ample, here in the community of Washington where there are four 
television stations. Channel 6 in the middle of the band is not being 
activated here. Telemeter proposes to come into the subscribers home 
if he wishes to subscribe to the system and installs a small attachment 
to the set which will give three new live channels. For purpose of 
illustration we will call them 6A, 6B, and 6C,. A flip of the switch 
would bring the subscriber the choice of three additional programs 
that are not now being available. Some of these programs would re- 
quire a payment by the subscriber. In another category there could 
be community events of a civic nature, a meeting of the town council, 
a lecture from a university, or, indeed, maybe a speech from a Member 
of Congress. 

Mr. Atcer. For which they would pay ? 

Mr. Porrer. For which they would not pay. That would be a 
service. 

This would have to be on a nonpartisan basis, Mr. Chairman, and 
equal opportunity be given for the opposition, but Telemeter proposes 
to provide what most stations have not been able to afford in tele- 
vision and that is a true outlet for local self-expression, and it is very 
simply done. 

Now of course the main support for this enterprise will come, as Mr. 
Pierson described this morning, from the box office attractions, from 

lacing the money in the coin box, but by doing this a subscriber will 
able to receive what he does not get now—first-run movies, world 
heavyweight championship fights, legitimate theater productions, 
and many other quality, topflight productions. So I say that one of 
our principal points here is that Telemeter or subscription television 
would meet the test of what Chairman Doerfer said before this com- 
mittee. It would supplement and not supplant sponsored television. 

Also I think you gentlemen must be aware of this: That there has 
been a certain amount of criticism as to the existing system. 

I am not attacking or criticizing the networks. They have taken 
an economy of electronic scarcity and they have made a good thing 
out of it, both for themselves and I think for the public, but, as we 
know, the thrust of congressional inquiry into this marvelous medium 
has been that too few have control and access. We are anchored for 
practical purposes to 12 VHF channels, and to me a startling statistic 
in this business which was developed this morning was of between 40 
and 41 or 45 million television receivers that are turned on 35 hours 
a week, or 5 hours a day, only 3, or at the most 3, dominant American 
institutions, the 3 networks, have access to the forty-odd million 
American homes. 

We know what has happened to the theater business, their at- 
tendance, in this revolutionary thing. Entertainment habits have 
gone down in 10 years from around an attendance of 80 million per 
week to 40 million per week. There are a lot of factors that have 
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contributed to that, but most people in the business obviously say that 
television, home television, sponsored television, is the main thing. 

As a matter of fact, at the recent meeting of the theater owners in 
Miami—and I was not there but I heard it—the story that went around 
was that a chap called the theater and said, “What is the time of your 
next feature?” The manager said “Well, when can you make it?” 

So I define this issue primarily and fundamentally, gentlemen, ag 
one of access to 5 hours per day in the majority, 90 percent, of the 
American homes, and I do not believe that this Congress or the Com. 
mission is going to take the position that you will seal off the status 
quo and you will not permit new ideas, new opportunities, to come in 
and compete for access. 

I see nothing in the Communications Act or in our fundamental 
charter, the C onstitution, that a corpor ation and its money shall not 
soon part. If corporations desire to risk venture capital and come in 
and attempt to compete, they should be encouraged to do so. All that 
the proponents of subscription television are asking for is the op- 
portunity to have this access. 

Now you are going to hear that the networks will speedily fold and 
have to deprive the American public of topflight programs if a new 
competitive force comes into the entertainment habits of the American 
people. I think we can agree that the network program content is 
really not widely diversified and usually it is not even ‘of high quality. 
I think some of the leading critics refer to the last year on television 
as the year of the horse. Westerns came in and succeeded the spec- 
taculars. To be sure, these examples have been given here, Peter Pan 
and some of the spectaculars, but in this document which I filed in 1955 
with the FCC, I pointed out what I think is an apt analogy and that 
is, because the Army serves turkey on Thanksgiving and Christmas, 
that doesn’t necessarily reflect the average quality of the daily mess, 
So here in this system we maintain, we give the proponents an op- 
portunity to undertake to improve and compete on quality. If it is 
not successful I submit it will not succeed. 

The question of network dominance and monopoly are before you 
gentlemen and have been referred to heretofore and I don’t believe that 
Congress would attempt to legislate against competition or progress. 

There has been some discussion, as Mr. Pierson brought out this 
morning, that somewhow there should be a bill that closed-circuit tele- 
vision should be prohibited. I raise the question basically: Does 
Congress have the constitutional power to say that a franc hise holder 
not in interstate commerce cannot invest his money to get across to the 
living roms if the people want to pay for them ? 

Second, I raise the question that there is no necessity at this point 
to attempt to legislate or even to indic: ate a scheme of regulation, either 
as to rates, prices, or programs, so it is our plea that these tests be 
permitted to go ahead, and so far as Telemeter is concerned, we are 
now engaged in negotiations in over 50 communities for a closed- 
circuit system. 

As I have said, we can adapt that to broadcast channels when and 
if it is authorized on a permanent basis. 

Zenith, through their able spokesman, Mr. Pierson, said here this 
morning that Zenith was satisfied with the conditions laid down on 
the tests. I recognize the enormously difficult problem the Commission 
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had in resolving this, but we felt that the conditions imposed upon 
these tests were perhaps too restrictive and too onerous. Nevertheless, 
we welcome basically the fact that the Commission adopted the philos- 
ophy and the policy of “Let’s try it.” These tests were described by 
one informed commentator, Mr. Jack Gould, of the New York Times, 
asa “protracted period of tentative pregnancy.” I don’t wholly sub- 
scribe to that statement because the tests will prove something. We 
suggest that neither the Congress nor the Commission is going to deny 
those who have money to invest, who have a new idea, who have a 
desire, the opportunity to compete and to bring to the television 
audience things which they do not now receive, and that they should 
not be frustrated in that effort and in that ambition. 

Mr. Chairman, that completes my comments. I would like the 
statement to be included in the record as indicated. 

The Cuarmman. Thank you very much, Mr. Porter, for your very 
forthright statement of the position of those associated with you in 
this important discussion. 

Mr. Williams. 

Mr. Witu1aMs. Mr. Porter, I am sorry I missed the first part of 
your statement. I came in late. Do I understand correctly that the 
Telemeter system is exclusively a closed circuit or wire circuit ? 

Mr. Porter. No, Mr. Williams. It is flexible and can be adapted 
either to closed circuit or to the wire system. 

Mr. Wit11AMs. It is adaptable to either? 

Mr. Porter. That is right. 

Mr. Witu1aMs. In the event the Federal Communications Com- 
mission or the Congress should decide to go into this pay television 
or subscription television business on a nationwide scale, would it be 
faced with the same problem that it had in connection with the color 
television in attempting to determine between several systems, such as 
the card system or the Telemeter system, that is, the Zenith system, 
the Telemeter system or the systems offered by these other companies, 
in order to standardize it? 

Mr. Porter. Standardization in this field is a very, very difficult 
problem, as you recognize, and I take it that what you have in mind 
is, will the consumer be required to buy competing systems in order 
to obtain service from each. 

Mr. Wiis. Yes, sir. 

Mr. Porter. In effect will we have to build additions to the living 
room to store the hardware ? 

I think the market place is going to have to decide that. Of course, 
we thing that we are much better than Zenith or Skiatron, and I doubt 
very much if either of them would concede that, so, therefore, in the 
good old American spirit of enterprise we will go into a community, 
and I assume they will, too, and we will try to convince the public and 
the consumer that they will get special service from us which they 
couldn’t get from a competitor. 

I don’t believe that there can be uniformity or standardization of 
systems—I think competition will take care of that—any more than 
refrigerators or television sets should be standardized by legislation 
or edict. 

Mr. Witu1aMs. Are these systems compatible ? 

Mr. Porter. No; they are not. 
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Mr. Wiiu1aMs. Then it would appear to me to put it in use on any 
full-scale basis we would have to standardize the systems some way, 

I quite agree with you that the competition might take care of It, 
but it might be a hundred years. 

Mr. Porter. I think a distinguished gentleman from your State 
once said “Who got there firstest with the mostest.” 

Was not General Bedford from there? I may be historically in. 
accurate, but the principle is there. 

I think competition will decide that. I know of no other way it 
can be decided. 

Mr. Witu1aMs. I can envision a lot of problems there. 

Mr. Porrer. Indeed progress always provokes problems. 

The Cuarrman. Mr. Hale. 

Mr. Hate. Mr. Porter, how long has this Telemeter system been in 
existence ? 

Mr. Porrer. Mr. Hale, right after World War II the impact of tele. 
vision on the present system began, Paramount Pictures acquired 
control of Telemeter, and substantial sums have been expended in 
developing and refining this system. I would say that it has been in 
the experimental and the research state for a period of almost 10 
years. 

Mr. Hate. How long has it been an operating system ? 

Mr. Porter. We are not operating. 

Mr. Hare. You are not operating now ? 

Mr. Porter. No, except that a test was made at Palm Springs where 
there are a number of installations, where Palm Springs had no tele- 
vision. 

Mr. Hate. It is something like a guided missile ? 

Mr. Porter. That is right. 

Mr. Hate. Some of these terms confuse me. Does “wire link” mean 
the same as “closed circuit” ? 

Mr. Porrer. That is the same as closed circuit, sir. 

Mr. Hare. And you can do that now without anybody’s say-so? 

Mr. Porrer. Of course you have to obtain municipal franchises 
and I should have made this point, as I have in my prepared state- 
ment, that there have been over a hundred applications made of mu- 
nicipalities to obtain the use of telephone polls, conduits, et cetera, 
to string their system. That is not under regulation and requires 
no consent or authorization of the FCC, just as Congressman Jarman 
knows in his State at Bartlesville there is a closed-circuit system 
presently in operation there. 

Mr. Hate. If Telemeter were to be in business on a commercial 
scale you would have to get special programs, wouldn’t you? 

Mr. Porter. Have to get program product ? 

Mr. Harr. You would have to get special programs of special 
artists, wouldn’t you ? 

Mr. Porter. Oh, yes indeed. Again it is kind of a chicken and egg 
concept and whoever goes into this, the franchise holder in the com- 
munity through assistance or help from the system proponent will 
have to obtain product that will be appealing to the public, where 
they will put their money in the box to receive it. 

Mr. Hater. What you are saying to us today is that you don’t want 
any legislation passed that would prevent your going into business 
or continuing in business? 
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Mr. Porrer. Precisely. 

Mr. Hate. Either on what you call a wire-link or an air-link basis? 

Mr. Porrer. That is correct, sir. 

The Cuatrman. Mr. Jarman. 

Mr. Jarman. Mr. Porter, your written statement says that — 
you support the FCC decision to authorize the various air-link sub- 
scription television systems, these tests will be much too limited. 

I wondered if you would comment on one question that was raised 
yesterday or the day before: If the local test is not satisfactory eco- 
nomically, let us say to your organization, in the test that you might 
conduct, what do you think your position would be as to efforts to 
obtain a national test or a wider test of the system than would be 

rmitted under the FCC decision of October 17 ¢ 

Mr. Porrer. Congressman Jarman, let me say this: No new, and 
I think in a sense revolutionary, system of this sort is going to spring 
like Minerva, full blown. It is going to take a process of develop- 
ment, evolution, trial and error. 

When I said that these tests were too limited, I also appreciate the 
dilemma in which the Commission found itself and they went as far 
as undoubtedly in their judgment they felt that they could go, but in 
the meantime, there are two forces that are in operation here. 

One is the closed circuit system. The other is the pressure for the 
use of broadcast frequencies. The Commission has said—and some 
have accepted this, and I don’t know what the result is going to be— 
“You go ahead and expend your funds for this development period. 
You get installations in service and in consumers hands. You make 
arrangements with licensees to scramble programs under your system 
and you try that for 3 years. Then, we will determine whether your 
investment and effort shall be stricken down or whether it is in the 
public interest.” 

I think it is just a matter of logic that a cautious investor is going 
to say, “Well, why should we make this investment?” Some of them 
will, and I take the position that this system somehow is going to 
come, that either the Congress or the Commission may retard it, but, 
gentlemen, it is my firm conviction that it cfnnot be stopped. 

The limitations I referred to are the fact that somebody has to take 
a fairly long chance that they can prove this, and I am glad to know 
and to hear from Zenith this morning that they have the faith which 
Ishare that they are willing to take those risks. 

Mr. JARMAN. Let us assume that a system is tried on a local basis in 
line with the FCC decision of October 17, and fails economically, the 
big test, on any new system. 

Do I understand from what you are saying that that is not the end 
to the question, but that a national test or wider expansion test of 
the system is necessary ? 

Mr. Porrer. I agree completely. I think that pressures will inevi- 
tably bring that about. Sle as I think I said before you came in, 
the program sources on the sponsored system are rapidly drying up. 
Costs for replacement are increasing. The advertisers have a limited 
amount economically that they canspend. There are 45 million homes 
that have a screen in their living rooms and are willing to pay for it 
directly or indirectly, so I think either through the air link or through 
the closed circuit system, people are going to get access to the leisure 
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time and give them a product that will suit their requirements, in other 
words, and desires. 

Mr. Jarman. If I may follow through, my understanding of your 
statement is that even though there may be some failures on the local 
level in the experiments that are made, let us say, in this 3-year period 
that is anticipated, you feel that various pressures and demands of 
the public will make for greater tests of the various systems and that 
the public in the end will make a decision as to the feasibility ? 

Mr. Porrer. That is correct. 

Mr. Jarman. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Heselton. 

Mr. Hesetron. Mr. Porter, International Telemeter Corp. is an 
affiliate of Paramount Pictures, as I understand it from your state- 
ment. Does Paramount control International Television Corp.? 

Mr. Porrer. Yes, sir. It has to my recollection in excess of 80 per- 
cent of the common stock. 

Mr. Hesevtron. How widely distributed are their operations at pres- 
ent ? 

Mr. Porrer. Mr. Heselton, there is no installation at the present 
time. Telemeter has completed a form of a franchise agreement and 
I was informed by telephone last night that there are active negotia- 
tions on a closed circuit system in over 50 communities in this country, 
and Telemeter confidently expects that during the calendar year 1958 
it will be rendering a closed circuit system in a number of representa- 
tive communities. 

Mr. Heserron. I was interested in your statement on page 4: 

The advantage of subscription television is that it can be financially success- 
ful without broad, mass appeal. 

Then you carried that thought out more in detail. 

If that is true, if the lack of television is more apparent in the 
smaller communities or smaller markets, do you think it follows that 
the experimentation and development of subscription television should 
be concentrated more in the smaller markets than in the larger 
markets? - 

Mr. Porrer. No, I think they should go in a parallel way. Mr. Hesel- 
ton, and I want to make it clear that Telemeter’s position is not to 
foreclose the use of broadcast frequencies, but we feel that progress 
is going to be made not only through these tests that Zenith embraces 
with such enthusiasm, but likewise through the development of a 
closed circuit system as a gradual process, and I have had one authority 
in this business say to me that he can foresee the time when the broad- 
casters might be coming to the Commission and asking them for full- 
scale authorization to engage in subscription television because the 
closed circuit system is taking their audiences. 

Mr. Hesexton. Mr. Porter, it is a fact, is it not, that the competitive 
side of the picture is intensified in terms of the bigger markets? That 
is where the experiment will take place and I assume that is where 
the initial installation would occur. 

Mr. Porrer. I think it will be a mixed pattern, Mr. Heselton. I 
think you will find in some communities such as those that now have 
community antenna systems, they may switch over in order to get 
first-run movies, just as the Bartlesville experiment. 

Mr. Hesevton. What do you mean by first-run movies? 
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Mr. Porrer. I am talking about feature films that have not been 
previously exhibited in the motion picture theaters. 

Mr. Heseiron. I thought you said in your statement that they 
would have to be exhibited at least once in order to recapture the pro- 
duction costs? 

Mr. Porter. I am sorry; maybe I was not clear about that. What I 
am saying is that under the present sponsored system of television, no 
advertiser can afford with a 90-minute film, to pay the costs and, there- 
fore, production costs under the present system must be recovered 
through theater exhibition and today your movies on television, as you 
well know, are those that have gone through the exhibition market in 
the theaters. 

Mr. Hesetron. In fact, most of the movies on television today are 
10, 20 or 25 years old, is that not true? 

Mr. Porter. Pre-1948, yes, sir. 

Mr. Hesetron. Have they not been held off the market in terms of 
anticipating subscription television ? 

Mr. Porter. No, I think that with respect to practically all of the 
pre-1948 packages, the inventories in the libraries of the major pro- 
ducers, with the exception of perhaps Paramount, have been released 
and the picture subsequent to 1948 is a very complex story because 
there are musician’s rights, authors’ rights, and so on. 

Prior to 1948 no television rights were reserved. 

Mr. Heseiron. Am I wrong then, if I understand, that a contract 
was signed in New York yesterday or the day before covering one par- 
ticular moving picture company’s output but back of 1948 and nothing 
subsequent to 1948 ? 

Mr. Porrer. I have not been in my office. I had not heard that. 

Mr. Hesenron. You do not think there is any danger that if the 
experiment is conducted as the Federal Communications Commission 
foresees and as has been presented to us today, the net result would be 
a concentration of quality television in the large markets at the ex- 
pense of the small markets? 

Mr. Porter. No, sir, I do not. 

Mr. Hrseiron. You do not think the economics of the situation 
would compel your clients and others who might be successful to de- 
vote themselves exclusively for the foreseeable future to the market 
that would pay them the most ? 

In other words, skim the cream off ? 

Mr. Porrrer. No, sir. Let me explain this, and this may be too broad 
and general, but as Telemeter envisages it, the parent company will 
license its system to franchise holders in the various communities and, 
just as today the crossroads theater can get good motion picture prod- 
ucts, so too, could a licensee or a franchise holder obtain this system 
and exhibit products in relatively small communities. 

Mr. Hesevron. I think I have used my 5 minutes. 

The Cuatrman. Mr. Schenck. 

Mr. Scuenck. Mr. Chairman, I have no questions. Thank you. 

The CuHarrman. Mr. Younger? 

Mr. Youncer. No questions. 

The Cuarrman. Mr. Alger? 

Mr. Avcrr. Thank you, Mr. Chairman. 
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Mr. Porter, of course you must sell the product to the individual TV 
owner. 

Mr. Porter. On an airlink system, yes, sir. 

Mr. Aucer. I mean on any system you must sell it to the subscriber, 

Mr. Porrer. You mean to the television-set owner? 

Mr. Auger. Yes. 

Mr. Porter. Oh, precisely, yes. 

Mr. Auger. How would you offer it to them ? 

Mr. Porrer. We think that this is one of the advantages of our 
system: First, you would send a program of coming events , perhaps 
through the mail. Then he would turn on his television set before 
he put his money in the coin box. 

Mr. Acer. He does not have the coinbox. He has nothing. You 
are going to sell him. 

Mr. Porter. Oh, you mean how we are going to get— 

Mr. Acer. What are you offering? ‘You have to sell this to the 
public even before your test. 

Mr. Porrer. Yes. The local franchise holder would take the usual 
promotional material that, “Here is what is offered you. Here is 
what we envisage. Here is the cost to you of this installation.” There 
may be a monthly minimum so it would be the same kind of sales 
that any ordinary businessman would engage in. 

Do I make myself clear ? 

Mr. Aucer. I follow you. Specifically, do you have any idea what 
the cost would be? For example, this morning Mr. Pierson gave us 
a tentative idea of what it may be. It may be a dollar or two ‘mmonth- 
ly rental plus the cost of the individual program. What would the 
Telemeter cost be ? 

Mr. Porter. We have a target, Mr. Alger, which I must say I don’t 
think is reached, and you know what mass production can do as far 
as cost is concerned. However, it is not far off of Mr. Pierson’s figures 
for the Zenith system. 

We have a target of $50 per installation for the attachment. As to 
the monthly minimum, that is going to have to be worked out by ex- 
perience. 

Mr. Acer. You would charge it to them on a rental basis, do you 
expect ? 

Mr. Porter. It is contemplated that the franchise holder will con- 
trol the box, service it, collect the coins from the box and it will be 
on a lease basis. 

Mr. Acer. Have you given this information in your application 
to the FCC? 

Mr. Porrer. We have no application there under these tests, be- 
cause Telemeter is not a television licensee. 

Mr. Arcer. I mean have you explained these details? 

Mr. Porter. Yes, and this document here which I am filing with 
the Commission is an effort to comprehend the legal, regulatory, 
economic problems in great detail. 

Mr. Acer. When you speak of the Telemeter equipment, just 
what does that system and equipment consist of physically? It is 
the coinbox you affix to the set and what else ? 

Mr. Porter. Are you talking about an off-the-air system or closed 
circuit ? 
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Mr. Aveer. I am talking about on the air. 

Mr. Porter. The airlink system ? 

Mr. Auerr. The airlink system. 

Mr. Porter. It would consist of a coinbox. 

Mr. Arcer. And what is the difference then betwen the two? 

Mr. Porter. The coinbox would contain a decoder where you would 
put your money in the box and it would activate the energy that would 
unscramble the signal, and this is as against the card system or the 


pushbutton system 1 that Zenith has. 


Mr. Ateer. The signal would be just the audio, or the visual ? 

Mr. Porrer. You would scramble them both under our present sys- 
tem, but yet we have—and this gets into'a refinement of the system— 

under contemplation of the air system a sideband where if you turned 
your set on and you would get an audio signal as to what is coming 
on your Telemeter system. 

Mr. Axcer. It is kind of a teaser in that sense. 

Mr. Porrer. There would be a barker. We call it a barker, after 
the old circus term. 

Mr. Arcer. An automatic salesman. 

Mr. Porrer. It is not a teaser, because that is an older entertain- 
ment, bless us. 

Mr. Atcer. What is the difference between the wire and the airlink? 

Mr. Porrer. It is just a question of how are you going to transmit 
the information from the central transmitting point. 

Mr. Aueer. There would be no difference in the installation ? 

Mr. Porter. No. 

Mr. Aucer. Besides the coinbox, what is there? <A set of wires? 

Mr. Porrer. Yes. 

Mr. Arcer. And the decoder. 

Mr. Porrer. Just a pair of wires put on the back of the set. 

Mr. Atcer. You would do business with whom? A. T. & T.? 

Mr. Porrer. On the closed-circuit system motor, Bell would be 
right there, yes. 

Mr. Avcer. Why do you think your system is better than Zenith ? 

Mr. Porrer. Well, fundamentally, that you pay in advance 

Mr. Arcer. Who pays? 

Mr. Porrer. The subscriber. And you have this coinbox and there 
is a little window and I think that entertainment on credit is poor 
business because you have to pay for something you have already used. 

Mr. Arerr. You put that in your statement. I saw that. Do you 
think that is the basic difference between yours and Zenith’s? 

Mr. Porrer. Fundamentally, that is the basic difference, yes, on the 
collection methods. 

Mr. Youncer. I just wondered whether you use the Zenith decoder 
in your system. 

Mr. Porter. No. 

Mr. Younaer. You have your own decoder ? 

Mr. Porter. Yes, that is correct. 

Mr. Arcrr. You made a point that has been mentioned before, but 
you made it very positive and it struck me with an impact and that is 
that there is no debate right now on the wire circuit. Anybody can go 
ont and do that as far as the authorization. 
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Mr. Porrer. Mr, Pierson put in the record this morning, which ] 
was aware of, that the networks are opposing it; even CBS and ip 
Mr. Robert Sarnoff’s Pittsburgh speech he said that Congress should 
do something to stop the wire system. 

If I may add, on an application before the Los Angeles City Coun. 
cil for a franchise, the operator of a motel appeared before the coungj] 
and said, “Don’t authorize subscription TV because it will be com. 
petitive and injurious to my business as a motel operator.” 

Whereupon, a member of the council said, “Well, by the same toke 
we should outlaw drive-in theaters because I assume under certain cir. 
cumstances they may be competitive with your motel.” I think that 
is probably the position of the networks and I can’t understand it. 

Mr. Aucer. I shall close. I have other questions, but my time is 
gone. I do want you to know, if by any stretch of the imagination you 
think anyone is going to pay to hear public speeches, I think that is 
wrong, particularly politicians. 

Mr. Porter. That will be for free. 

Mr. Aucer. Thank you, Mr. Porter. 

The Carman. Mr. Neal? 

Mr. Neat. Thank you. 

One point you mentioned here a little while ago, I don’t know 
whether I got clear or not. I believe you inferred that present broad- 
casters have succeeded in utilizing enough of the old creations for 
their entertainment that in due course of time they will run short 
of material. Is that the suggestion ? 

Mr. Porter. Dr. Neal, I think that program sources, it is my infor- 
mation, are drying up. I have too much respect for the ingenuity 
and the ability and the competence of the networks to feel that this is 
a permanent problem. They will develop other and new sources of 
programing, but my point was that there are economic and cost lim- 
itations on what they can expend on programs and then during the 
nonnetwork hours the supply of all motion pictures is rapidly being 
exhausted. I don’t know what is going to happen to the quality of 
the program. 

Mr. Neat. Do you think at the rapid rate with which new soap 
and various types of beauty applications are shown that are being 
produced that there is much danger of the advertiser running short? 

Mr. Porter. On soaps, I have that in this document here and I am 
just quoting these figures from recollection. In 1954 Procter & 
Gamble—and the accurate figures are in this document—as I recall, 
spent $34 million on television advertising. Seventy-five percent of 
that expenditure was for daytime soap operas, because they spread 
their costs where they could make the impact. 

Those kinds of programs will continue, no doubt, but I am say- 
ing that on quality programing, P. & G. is not going to spend money 
except a few times a year on some prestige product. 

Mr. Nea. According to that basis of thought one would naturally 
be expected to depend more on this trend to advertise commodities 
rather than to expect fairly decent programs. 

Mr. Porter. Under the present system he has no choice and all we 
are asking for is that he be given the opportunity to make a choice. 

Mr. Neat. Thank you. That is all. 

The Cratrman. Mr. Porter, I was interested in your statement 4 
moment ago about the constitutional authority to legislate in this 
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field, as some of the bills would provide. You do not question the 
right of Congress, however, to provide legislation to regulate how this 
should operate, do you ? 

Mr. Porter. No. I would say then, Mr. Chairman, that that comes 
toa policy y consideration as to the necessity of regulations. 

The Cuarrman. That was the purpose of my question because I 
wanted to ask you is there any policy as far as the law is concerned 
with reference to regulation of any type of pay TV ? 

Mr. Porter. Is there any policy ? 

The Cuarrmman. That is right. 

Mr. Porrer. No, I don’t think there is anything on the statute books 
at prese! it. 

The Cuarrman. In other words, the only authority that the Federal 
Communications Commission has then, would be, No. 1, to authorize 
the tests which you support and then, No. 2, to authorize pay TV, 
but not in any way to control any of its operations ? 

Mr. Porrer. If you are using the poy franchise frequencies I 
assume that FCC, just as it does now, can look at questions of pro- 
gram balance, program content, and the casguan of program promises 
asagainst performances. 

The Cuarrman. However, they could not regulate service or rates? 

Mr. Porter. No. 

The CuatrMaNn, Service, No. 1, is fundamental to pay TV, is it not? 

Mr. Porter. I think maybe I misspoke there on service. I think 
that they would have the authority to make requirements as to the 
minimum amount of hours. I doubt—and here we get into the area 
of program control and censorship—if they could regulate the quality 
of the traffic, except on a broad basis, but on rates the answer is no; 
service is a different problem. 

The Cuatrman. The only way they could reach that is the applicant 
must show in his application what type of service he would perform. 

Mr. Porter. Yes, 

The Cuairman. And applications could be approved or rejected 
on that basis. 

Mr. Porrer. Yes. 

The CuatrMan. And that is the only way they could regulate the 
services. 

Mr. Porter. And then when they came up for renewal 

The Cuarrman. However, that is 3 years hence and in the mean- 
tine the person is in business. 

Mr. Porter. Precisely. 

The Cuarrman. And he operates from there, which is also funda- 
mental to the FCC as you just referred to a moment ago regarding 
ensorship and so forth. Then, this requires a consideration of the 
rate when you talk about pay TV, does it not ¢ 

Mr. Porter. You mean a program rate, program by program ? 

The CuHarrman. A rate any way. They have to pay so much. 

Mr. Porrer. That is right. 

The Cuarrman. It would be program by program or it could be 
monthly or weekly, but the rate is involved. 

Mr. Porrer. That is right. 

The CHarrman. Some amount is involved whether it is 25 cents per 
eran, or a dollar per month, or whatever it is. It is some kind 
ora rate. 
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Mr. Porter. That is right. 

The Cuarrman. Then ‘do you consider this type of business would 
develop into what we refer to generally as a public utility ? 

Mr. Porter. No; I do not. I do not. I share the view which ] 
think the chairman expressed, that a utility is in the category ofa 
necessity and has the attributes of a monopoly. People don’t require 
television and I sometimes think they get too much of it. 

The Cramman. You then, would not refer to this as a monopoly 
when authorization was given ? 

Mr. Porter. Let me put it this way, Mr. Chairman: I would like 
to see subscription television get to the point where I would be con. 
ing up here and defending it, that it had achieved or hand not achieved 
monopolistic status, but I think it is a long way from that and that 
there will be competition in its early inception and development. 

The Cuarrman. In a utility you have some idea as to what your 
cost is before you enter into the proposed service. 

Mr. Porter. That is correct. 

The Cuarrman., Is there any way to estimate what the cost. would 
be to those who akg this type of service in a given area? 

Mr. Porter. I don’t think, Mr. Chairman, it is possible to do it and 
let me, if I may comment on that. There has been described in this 
record the wide variety of program sources. The first thing you have 
to do is to negotiate with the owner of that product for his rights and 
you reach a figure on that, and the components that go into that ar 
the artists, the writers, the musicians. 

Then you get into the question, if this is an air link as to what the 
station is going to require of the franchise holder for time charges, 
so I think it is a matter of negotiation and the market place and I 
think, too, that on any particular program it would not be to the self. 
interest of the operator to price himself out of the market. 

The CHatrman. You, of course, know the motivating reasons of 
the Interstate Commerce Act. You know the reasons for various 
other acts in the statute books, to regulate shania providing certain 
services to the general public. 

Would it not be far better, asking you for your own comment, though 
I can anticipate what it is, if proper authority is given to the regu 
latory agents or commissions to control rates and services and ® 
forth, of people who have gone so far into it that it will be difficult to 
determine the equitable and just thing to do. 

Mr. Porter. You have antic ipi ated my answer, of course, which isin 
the negative. I would say “No,” but let me add this comment: I think 
from the standpoint of regulation the motion picture industry today, 
under judicial scrutiny the United States v. Paramount case, the 
various consent decrees for practical purposes, under the antitrust 
laws, a regulated industry. 

But at the same time, no one has ever suggested that there should 
be any rate regulation to fix boxoffice prices of motion picture attrac: 
tions. I think the analogy applies to subscription television. 

The Cuamman. That is true, but in subscription television, yol 
are using the spectrum instead of using, as you would in a motion 
picture theater, a building on a lot somewhere that is owned by pti 

rate individuals. 

Mr. Porrer. The spectrum is being used now for the sponsored 
system, but yet rates to the advertiser are not fixed. 
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The Cuairman. Well, that is true. But the general economic sit- 
uation controls that and the public is not necessarily at their mercy, 
that you have to do this or you have to do that. 

Mr. Porter. We ask for equivalent treatment, that the economic 
situation control prices on subscription. 

The Cuarrman. With one exception. As I see it, you want to have 
the authority to say to this household user, “You have to pay what- 
ever it might be, if the rate is 50 cents, 25 cents, $1 or whatever it is.” 
You decide that on your Own. 

Mr. Porrer. And he has a complete choice to say “No.” 

The Cuarrman. We have had that in our investigation here of 
the television business some time ago. They have the complete choice 
of turning the knob, But that did not go atall. Nobody in the coun- 
try subscribed to that. 

Mr. Porrer. I have done it many times, Mr, Chairman, and I sup- 
pose you have, too. The thumb and forefinger i is a great invention. 

The Cuarrman. There is a lot to that, too. 

Will you make your chief profit from the sale of the decoders or 
from the programs charged ¢ 

Mr. Porrer. Well, again, this is a field of experimentation, trial, 
and error, As far as the discussions have gone, it would be primarily 
on a royalty basis from the francise holder in a particular community. 

The Cuarrman. You say your Telemeter is somewhat like these 
meters on a post on the street, where you drive your car up, get out, 
put a nickel in the slot and you are permitted to park there an hour. 
Yours is purely a coinbox operated machine ? 

Mr. Porrer. That is correct, with a decoder in the system. 

The Cuarrman. To operate that, you would actually have to drop 
acoin in? 

Mr. Porrer. That is right. This will take multiples of a nickel up 
to $2. Let’s say we have a program of a first-run feature film, for 2 
hours, that costs 75 cents, and you have only 2 half dollars, and are a 
telemeter subscriber. You can drop the two half dollars in this coin 
box, and it has a credit storage mechanism. You can save up and 
that quarter goes on the next program. 

The Cuatrman. I know the ingenuity of whoever developed this 
thing was good. 

Now, it would be necessary, then, for your own man, or whoever 
it might be, operating in any one c ommunity, to go to that home every 
so often, go inside where the television is, take a “key and open up the 
box to get ‘the money out of it, is that right ? 

Mr. Porver. That is correct. 

The Cuarrman. How are you going to get into these homes when 
the people are gone? Is there some way you can have a hole in the 
window or something or with the coinbox outside, like a meter on gas, 
somewhere out in the y ard ? 

Mr. Porter. We have talked about that, having the outside de- 
coder, 

Mr. Hate. A drive-in decoder. 

Mr. Porrer. That is right. We have conferred with people like 
Brinks, and one of the executives of Telemeter said he would be glad 
to get a double hernia from carrying the money from coin boxes 
down the steps. But there will be a service requirement where these 
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boxes will have to be serviced. I think just as in any other situation, 
there will be the franchise owner. 

The Cuarrman. I can imagine the feeling of the housewife some 
morning when she is not dressed, and does not have her nose powdered 
or fixed up, and a man wants to get in, go into the living room and 
go to the television to get the coins out. Have you thought about 
that ? 

Mr. Porter. Yes, that has caused some concern. But they tell me 
that they will do it in such a gentle and delicate manner that there 
will be no resentment. 

The Cuarrman. Thank you very much for your very fine and 
frank answers. 

Mr. Dingell asked if you would supply the record with the officers 
of the Telemeter Corp. 

Mr. Porrer. I will be glad to do so, Mr. Chairman. 

(The list of officers is as follows:) 

ARNOLD, Fortas & PORTER, 
Washington, D. C., March 38, 1958. 
Hon. OREN HARrkRIs, 
House Interstate and Foreign Commerce Committee, 
Washington, D. ( 

Dear Mr. CHAIRMAN: During recent hearing on subscription television before 
your committee, I was asked to provide a list of the officers and directors of 
International Telemeter Corp. The list is as follows: 

Officers : 
Louis A. oo president 
Paul MacNamara, vice president 
Chester I. Lappen, vice president 
James Murtagh, vice president 
Eugene J. Zukor, treasurer and assistant secretary 
Stanley A. Wainer, assistant treasurer and assistant secretary 
Jacob H. Karp, secretary 
Arthur Israel, Jr., assistant secretary 
Directors: 
Paul Raibourn, chairman of the board 
Carl Leserman 
Louis A. Novins 
Eugene J. Zukor 

Jacob H. Karp 

Paul MacNamara 

Chester I. Lappen 

Arthur Israel, Jr. 

Sincerely yours, 
PauL A. PORTER. 

Mr. Heseritron. Is Paramount associated with ABC? 

Mr. Porrer. No, Mr. Heselton. That is the theater company, 
United Paramount. This is the production company, Paramount 
Pictures. They own no theaters. You will recall that in the decree, 
the theater properties were spun off from the production company. 
There is no relationship; no, sir. 

Mr. Hesevron. Thank you. 

The Cratrman. Thank you very much, Mr. Porter. 

Our next witness is Mr. James M. Landis. 

Mr. Landis, we are very glad to welcome you back to the Hill. We, 
of course, have had the pleasure of your coming before this com- 
mittee on many occasions in the past years. You were in here on 


many occasions when you were Chairman of the Securities and Ex- 
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change Commission and when you were Chairman of the Civil Aero- 
nautics Board. It isa pleasure to have you back again. You are very 
welcome. 
Mr. Lanpis. Thank you very much, Mr. Chairman. I have always 
regarded this committee as one of the great committees of the House. 
The Cuatrman. Thank you, sir. 
Mr. Lanois. It has always been a pleasure to be here. 
The CHarrman. You may proceed with your statement. 


STATEMENT OF JAMES M. LANDIS, SPECIAL COUNSEL, SKIATRON 
ELECTRONICS & TELEVISION CORP., NEW YORK, N. Y. 


Mr. Lanpis. I am appearing here this afternoon as special counsel 
for Skiatron Electronics & Television Corp. I have been associated 
with that corporation as special counsel for the last 7 years, concerned 
primarily with its activities in the field of subscription television. 

Mr. Chairman, at the request of the committee, I furnished the com- 
mittee with a printed statement of certain remarks that I would like 
to bring before this committee. However, since many of these points 
have been covered in the testimony, both of Mr. Pierson and Mr. 
Porter, I hesitate to take the time of the committee by presenting 
them again. 

I will try and simply summarize what I believe are the important 
features of subser iption television and, particularly, insofar as it con- 
cerns the Skiatron system. 

Skiatron has been active in this field for about 10 years. Over the 
last 7 years, with the permission of the Federal Communications Com- 
mission, it has been operating experimentally with WOR-TV, New 
York City. Several years ago it gave a 10-day public demonstration 
of the operation of the system and, a few months later, put on a special 
television broadcast for a group of doctors and medical people in the 
city of New York. 

The Skiatron system follows the general principles that have been 
brought to your attention by both Zenith and Telemeter. All of these 
are fundamentally the same. They code the signal as it goes out, so 
that as it is received it is a scrambled image and “also scrambled audio. 

Then, you have a decoder attached to your reception set, and you 
have a means of putting that decoder into motion so that the decoder 
will unscramble the image as it is received. The method that Skiatron 
uses to set the decoder in motion is a special electronic card, which, if 
it is inserted into the decoder and a button punched, will set the de- 
coder in operation and also, by the punching, indicate that the par- 
ticular set owner has used that particular program. 

These cards are furnished monthly and collected monthly. We have 
worked out a system, after considerable effort, with IBM for the billing 
and the coding of these cards. We think we have an economic and 
effective sy stem for billing and keeping track of such of the set owners, 
who use the decoder to unscramble the program. 

One other feature of interest is that the encoder—the instrumentality 
that codes the program at the source, namely the broadcast station— 
under our system is a portable ari ‘angement. It can be installed in 
about an hour’s time and it can be carried from one television station 
to another, depending on whether or not the broadcaster wants to at 
that time put across a coded signal. 
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The Skiatron system also is capable of being utilized in the closed 
circuit system. In fact, Skiatron TV, its licensee, has received a 
franchise from the city of Los Angeles to oper ate a wire network sys- 
tem in that city. It has applications pending in literally 50 or 60 
cities, both in southern and northern California, as well as in Wiscon- 
sin and also in Arizona. 

These are applications before the municipalities, to permit the uti- 
lization of a closed-circuit system. I need hardly panne again, 
as it has been very well br ought out this morning, the importance of 
subscription television lies in its ability to present certain types of 
programs over television that the present system, the present adver- 
tiser-sponsored system, just cannot very w ell do. 

That is not criticism of the networks. It is simply a recognition 
that the basic structure of the television industry, as it is constituted 
at the present time, is such that these types of programs cannot effec- 
tively be put on television. 

I think there is no valid objection why these programs should not 
be offered on television. Of course, objections have been advanced by 
certain of its opponents, the networks and the moving-picture 
theaters. 

The networks and the moving-picture theaters claim that frequen- 
cies which might be utilized for so-called free television will be ab- 
sorbed by subscription television. Nothing is further from the fact 
than that. Of some 1,875 frequencies available in this country to- 
day, only about 500 are being presently utilized and the economists of 
the CBS system have told us s that under the existing system, less than 
600 of these 1,875 frequencies can ever be utilized. 

So you see that there is room for pay TV in the spectrum of tele- 
vision. Programing, as it is conducted today, naturally rests upon the 
economic principle that the cost of a program has to be met by the 
value to the manufacturer of the advertising contained in or around 
that program. 

Mr. Porter gave a figure of 7.5 cents per hundred sets as being 
the average cost that the manufacturer is willing to undertake. I 
have used the figure of 0.7 cent per set, which is 7 ‘cents per hundred. 
I think these figures are of “nterest in seeing what you can develop 
with subscription television. 

At 0.7 cent per set a program costing $50,000 would have to reach 
7 million people. One that costs $100,000 would have to reach 15 
million people. If, in other words, you had subscription television 
in there and we will say $1 per person were charged, a program that 
cost $50,000, instead of requiring an audience of 7 million could be 
carried on with an audience of about 50,000 people. 

You can readily see that means this type of subscription television 
can exist on a specialized ardience and have a specialized appeal and 
not be required to have the mass appeal the present type of program- 
ing requires. 

That, to me, is one of the most important things in this field of sub- 
scription television. It permits a flexibility of approach that we just 
do not have today. If money is required for programing, a mass type 


of program under subscription television, may be able to produce that 
money. 
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For example—and I know these figures because I happen to be 
associated with the process in which the picture was taken—Around 
the World in Eighty Days, today has grossed over $2 million in 1 
theater in New York. 

In San Francisco, it has grossed over $1 million in one theater. In 
Los Angeles, it has grossed over $1,200,000 in one theater. In a total 
of about 34 theaters today, it has grossed over $10 million. 

No sponsor can meet any conceivable cost of that nature with regard 
to films of the prime, feature type. That is, the ninety-minute type 
of film. Those films cost anywhere from $300,000 to $16 million, as 
Ten Commandments, is supposed to have cost. They frequently cost 
around four or five or six million dollars. 

An advertising sponsor just cannot afford to put a thing like that 
on and try to get a first-run performance over television. And that is 
true about athletic events, professional football games, prizefights, 
baseball games, such as you have in Milwaukee where there is no tele- 
vising of baseball. 

This factor has already given birth to theater television. Theater 
television now has a potential audience of somewhere around 400,000 
people and it is a great factor in determining whether or not a par- 
ticular program will go across the normal television channels or be 
handled through the television theater circuit. 

I have quoted here an observation on this made by Mr. Thomas 
O'Neil, president of RKO-Teleradio Pictures, which own quite a few 
TV stations, particularly WOR-TV in New York City. He is quoted 
to this effect : He says, 

Don’t fool yourself or your readers—it’s here right now. (Pay TV). The 
last Sugar Ray Robinson-Carmen Basilio fight was subscription TV, no matter 
where TV cameras sent the picture. In this case it was into theaters. So the 
people who paid any amount from $3 to $7.50 apiece for that were simply paying 
for subscription TV. 

I happen to have some knowledge of one of the theaters, a drive-in 
theater, that handled this. The charge there was $7 per person. The 
place was jammed. Mr. O'Neil goes on. He says: 

But if the same championship fight had been telecast into home TV sets for a 
fee, it’s probable it would have been sold for $1 per set, or at the very most $2, 
and there would have been no limit to the number of persons who could crowd 
into a living room to take advantage of the $1 or $2 admission. In lots of cases it 
would scale down to 10 cents a person, or less. 

I think it is significant, that here you have the motion-picture 
theaters perfectly willing to charge and get a large price from sub- 
scription TV as they see it, but they are unwilling and are opposed 
toa general dissemination of subscription TV which will cut down the 
price and make available entertainment in the home that is just not 
there at the present time. 

That is true so far as mass programing goes. But I am as much 
interested in the specialized type of programing that subscription tele- 
vision can produce as in this so-called mass programing. If we take 
programs such as the opera and the ballet, neither of them have 
demonstrated their ability to attract mass audiences in the million- 
person categories. 

Occasionally, they will, but as a regular diet they have not demon- 
strated that ability. Yet, I feel confident that among the 4 million 

set owners in New York City, about 100,000 could become ballet fans 
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and opera fans and you could have a really steady program of these 
2 items supported by that type of a specialized audience. 

That would be true with the classic theater. It would be true also 
with other types of artistic endeavors. Let me illustrate that. 

Skiatron TV, for example, announced just the other day that it had 
made a deal, a contract, with Sol Hurok, who perhaps has the greatest 
stable of artists in the world, for, I believe it is, 10 years. The agree- 
ment calls for Sol Hurok to put on subscription television his artists, 
his ballet people, and the other great cultural presentations that he is 
capable of putting across and which are not of interest to the existing 
television system. 

One further illustration along that line, which to me was an illumi- 
nating thing, is this: I spoke about the special program we put on in 
New York City for the doctors. Obviously, it is desirable that the 
medical profession should be kept abreast of every modern advance in 
the field of drugs, the field of treatment, the field of operations. 

With the help of the New York Academy of Medicine, we put on a 
program in New York City at 11 o’clock in the morning. It was 
scrambled. At that time, we did not have too many decoders. We 
had them scattered, one in the Academy of Medicine, one in a hospital 
in New York, another in a hospital in Brooklyn, one in a hospital at 
Staten Island. 

We put the program over WOR-TYV in scrambled form. Half of it 
was a lecture in new techniques and medicine, given by a very eminent 
physician. The second part of it was an abdominal operation. You 
cannot do that over the existing system for two reasons. In the first 
place, your potential audience of doctors in New York is about 20,000 
and an audience of 20,000 is too thin to support either a sponsored 
program or a sustaining program. 

Furthermore, a thing like an abdominal operation is not the kind 
of thing you want regularly in the homes of thousands of people, but 
just like a medical journal, you can control by way of subscription 
television the dissemination of that program to men who have a scien- 
tific interest in that field. 

You can see how this opens up the possibilities of education of 
utilizing this instrumentality for dealing with specialized audiences 
and specialized appeals. 

As I have said on many occasions, even my imagination perhaps 
can go so far as to see a course on differential calculus being put on 
television. There is the remarkable success of the New York Uni- 
versity’s program in contemporary literature, which began at 6 o’clock 
in the morning, and the book that was announced only that day over 
the television program, that was discussed, was Stendahl’s The Red 
and the Black. Within 12 hours you couldn’t find a copy of The 
Red and the Black, in a bookstore within the city of New York. 

From all the information I have on the subject that program is, 
even at 6 o’clock in the morning, gaining quite a bit of popularity. 
Think of what you could do in education and dealing with these spe- 
cialized audiences, if you do not need the mass audiences in order to 
support a television program. 

I think it is perfectly true and I have always thought so, that the 
type of mass program that you can sell over subscription television is 
very limited. A heavyweight championship fight? Yes. A national 


football game? Yes. Some outstanding movies? Yes. But you can 
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still operate economically in television on the basis of specialized 
audiences, and in that way you are touching not merely the capacity 
of the individual to deal in his budget with his amusement dollar, 
but you are also dealing and helping the education dollar that is 
also to be found in that budget. 

I have a few more words on the position. As I said, there is 
no real basis for contending that subscription television will take 
away frequencies from existing television. There will be competition, 
however, between subscription television and free television, and it 
stems out of the very basic and almost tragic fact that there are only 
24 hours in a day. 

What you are competing for is audience time, and that is where the 
competition will be, for audience time. Of course, the existing net- 
works, who really have a captive audience today in these 45 million 
sets spread across the country do not want any competition on that 
time, or do not even want it fractionalized by specialized subscription 
programs. 

As for the moving pictures, it is natural that we should have compe- 
tition from them. The attendance figures in motion pictures tell a 
very tragic story. In 1948 we had a weekly average of 90 million 
people going to the movies. In 1955 that weekly average dropped to 
45.8 million. 

As I know from my own association with the exhibitors, in the last 
3 to 4 months their plunge is even bigger. The best inference you can 
take as to why that plunge is occurring is the fact that within the last 
6 months additional pre-1948 film libraries have been released to tele- 
vision and you can see these days quite good movies on television. 

Very good movies were made prior to 1948, some of them just as 
good as, unfortunately, some of the poor movies that come out today. 
I see this problem here as a problem where subscription television 
should have a chance to try and see whether it can be a success. No- 
body knows the ultimate answer and nobody can do more than specu- 
late upon them. 

The speculation I have done convinces me that there is an opportu- 
nity in this field for subscription television. I think socially it is defi- 
nitely in the public interest. I think also that permitting it to enter 
the field, certainly on a trial basis, accords with the very spirit of 
American traditions. 

I do not see why someone, someone in authority, should say to 45 
million television set owners, “We won’t allow you to purchase a pro- 
gram, even if you want to.” I do not see why that should be so. Why 
not give them the opportunity ? 

It is the same way with the people who are trying to enter the field. 
Why not give them the chance that they plead for? They say the pub- 
lic is going to be the judge. “Whether we win or whether we lose, the 
public will be the judge.” And, “We are not asking for subsidy. We 
intend to use venture capital in this operation.” There we are. 

I think the matter was rather well expressed in an editorial in the 
Los Angeles Times last December 20, commenting on Mr. Celler’s bill. 
If I may just quote two lines from it, they are as follows: 

Representative Emanuel Celler, of New York, has already introduced a bill 
which would outlaw pay television and he is hopeful of action on it early in the 


next session. However commendable his motives, it seems he is taking away an 
inherent right from the American people, the right to choose their own enter- 
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tainment and pay for it or not, as they will. The viewers themselves will be the 
final authority. 


That, basically, is our plea. The extent to which we would have an 
impact upon the existing programs, the programs that go over the ex- 
isting system, seems to me to be greatly exaggerated. Frankly, I can- 
not conceive of many programs now on free television that you could 
possibly put on subscription television and make them pay. You have 
to get attractions far in excess of most everything that is now being 
broadcast. 

I say the exceptions are the exceptions like the Peter Pan exception, 
which has been mentioned. But that seems to me to be definitely 
overrated. On the other hand, I think there is a good possibility 
that with competition entering the field, with the networks being 
forced to compete with subscription television, they will improve 
their programs and the free programing in this country will improve 
rather than otherwise. 

Competition such as that seems to me to be the essence of our whole 
system. Upon a guess that it is not in the public interest—and it can 
only be a guess and nothing more—to ban the entry of this new pos- 
sibility, this new method of distribution of entertainment, education, 
and the like, would seem to me to be a tragic thing. 

We cannot allow, as I see it, or at least we should try not to allow 
it. Let our scientific imagination and development go ahead so as to 
put a more secure base under this important industry, the television 
industry, than what we have in the advertising dollar today. 

That is the only financing base that you have now in this great in- 
dustry. If we can put a more secure base where the public itself is 
willing to put that base in because of the receipt of programs that 
it wants, it seems to me that an answer like that is definitely in the 
public interest. 

Thank you, Mr. Chairman. I wonder if I might have the privilege 
of having my written statement in the record. 

The CHatmman. Yes, Dr. Landis. Your excellent statement will 
be included in the record at this point, following the remarks you 
have just concluded. 

(The statement is as follows :) 


Pay-As-You-See TELEVISION 
WHAT IT CAN MEAN TO THE AMERICAN PUBLIC 


Statement of James M. Landis before the Subcommittee of the House Committee 
on Interstate and Foreign Commerce, January 17, 1958 


My names is James M. Landis.* I am a practicing attorney with offices at 
415 Madison Avenue, New York City. For some 7 years I have acted as special 
counsel for Skiatron Electronics & Television Corp., a New York corporation 
engaged in research and development activities in television and related fields. 

Skiatron has pioneered in development and promotion of subscription televi- 
sion. Experimental broadcasts using the Skiatron system, which has been given 
the name of Subscriber-Vision, has been carried over station WOR-TV in New 
York City for 7 years, under authority granted by the Federal Communications 
Commission of the United States Government. FCC approval also was granted 
for a 10-day public demonstration of the system and subsequently for a special 
coded broadeast to doctors and surgeons in the New York metropolitan area. 


1Mr. Landis is former Chairman of the Securities and Exchange Commission, former 
Chairman of the Civil Aeronautics Board, and former dean of the Harvard Law School. 
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Some 6 years ago, the Chairman and all the members of the FCC came to the 
Skiatron laboratories to see the Subscriber-Vision system in a test operation. 

I mention these facts to emphasize that a new communications industry is 
prepared to offer its service to the public—a service which the public can accept 
or reject. We want it that way. Our opponents, the major television networks 
and the motion picture exhibitors, do not. They obviously are afraid to let the 
public decide how it wants to spend its own money for entertainment and for 
cultural attractions. 

In fact, that is why we are here today. Through a nationwide lobby that is 
reaching massive proportions, the movie house owners and the television net- 
works are trying to spur the Congress of the United States into an action which 
will deprive all Americans of a right to choose what they might want to see or 
hear. Stripped of its press agentry and flag waving bombast, this campaign by 
the movie house owners and the television networks, is an attack not only on 
scientific advance but on this right of a people to determine the character of 
their entertainment. 

Before going into this vital point, however, I would like to explain this new 
communications development and mention some of its potentials for entertain- 
ment and service to the owners of more than 45 million television sets in the 
United States. 

The pay-as-you-see system is simple in principle. The television program is 
broadcast in a coded or scrambled form. The viewer thus receives upon his set 
an image that is utterly scrambled and audio signals that are unintelligible. 
However, connected with the viewer’s receiving set is a small device known as 
a decoder. They key to the unscrambling of the image is a specially designed 
and coded electronic card, with which the subscriber will be provided at monthly 
or more frequent intervals. When this card is fitted into a slot in the decoder 
and a button pressed, the signals fall into pattern and the images appear clearly 
on the screen. A child can operate the decoder. A 9-year old girl did this with- 
out a hitch while 74 newspaper reporters and magazine writers looked on at the 
public demonstration in New York City. 

Skiatron has worked actively with International Business Machines to pro- 
duce a simple and cheap electronic card, with printed circuits containing a sepa- 
rate code for each program. IBM has also worked with Skiatron in devising 
methods for distributing the card and methods for accurately and automatically 
billing customers on the basis of how many programs on the card the customer 
chooses to use. These developments are now ready to be put into commer- 
cial use. 

The coding mechanism at the broadcast station is portable. It can be installed 
in an hour or so at any TV broadcasting station, so as to enable that station 
to code any special program it might choose to transmit in this manner. The 
decoding apparatus in the home of the receiver is a small enclosed box which 
‘an be installed by any television serviceman in a half hour or so. It can be 
mass-produced cheaply for VHF and it can also be manufactured for a small 
additional cost to include within the box a UHF converter so that the purchaser 
with the acquisition of the box will have available in one instrument both a 
decoder and a UHF converter. 

One more word with regard to the mechanics of the operation. The coding 
and encoding is a secure process, secure in the sense that the codes cannot be 
broken by outsiders except at an enormous and unprofitable expense. 

The Skiatron system also works effectively over a new-type low-cost wire 
network. The City Council of Los Angeles, Calif., recently granted a 21-year 
franchise to Skiatron TV, Inc., to install such a system, any many Skiatron TV 
applications for wire network franchises are being considered now in other 
cities, including Milwaukee, Wis., and Tucson, Ariz. However, my understand- 
ing is that this committee is interested only in over-the-air subscription tele- 
vision. For that reason, my references throughout this discussion will be di- 
rected to the phase of the industry which would require the coding of broad- 
cast signals. 

The importance to the public of subscription television arises out of the op- 
portunity that many millions of families will derive benefits through its op- 
eration. The Skiatron system, like the theater and the movies, will seek its 
Sustaining revenue directly from the consumer and not indirectly as television 
to date has been forced to do from the advertiser. Since it is freed of the re- 
Strictions inherent in the reliance that television today must place on the ad- 
vertising dollar, including the constant interruption of programs by com- 





274 SUBSCRIPTION TELEVISION 


mercials, but can depend upon the consumer’s willingness to pay, it opens up 
horizons for programing that hitherto have been beyond the capacity of the 
television industry. Survival of pay-as-you-see TV obviously must depend upon 
the offering of better and different programs than those the public now gets 
free. 

Potentially an audience of 45 million families is now available in the United 
States. We believe that under pay-as-you-see TV, by payment of nominal fees, 
millions of TV set owners could be given the choice of seeing in their homes: 
Outstanding feature motion pictures. 


Broadway plays. 

Grand operas. 

Educational programs. 

Cultural presentations. 

Sports (leading amateur and professional contests). 
Other outstanding programs not now available on TV. 

It is not my function nor my purpose to criticize existing television program- 
ing. Indeed, I think the industry as a whole may be congratulated on its achieve. 
ments within the limitations under which it has been forced to labor. But there 
are recognized gaps in telecasting, which we think can be filled by subscription 
TV without damage to the existing system. 

I say this designedly and in the face of the fact that certain myths have 
grown up about subscription television or been inspired by those whose self- 
interest has led them to oppose it. The commonest objection voiced to subscrip- 
tion television is that subscription television will require people to pay for 
what they now receive free and without charge. 

Nothing is further from the fact. Actually, subscription television will re- 
sult in more programs offered to the public—more free programs as well as the 
additional toll programs. It is sound economics and simple mathematics. To- 
day, less than one-third of the available 1,875 TV frequencies are being utilized, 
These channels are blank because the advertising dollar can’t be stretched far 
enough to cover them. Subscription television would bring new income to the 
telecasting industry. This would mean more stations on the air, which, in 
turn would mean greater program offering. 

Furthermore, under the rules issued by the Federal Communications Com- 
mission on October 17, 1957, which opened the way for the filing of applica- 
tions for 3-year trials of subscription television operations, there would be no 
blackout anywhere in the United States of free TV programs. The FCC stipu- 
lated that the 38-year trials could be conducted only in cities which “receive a 
minimum of four grade A commercial signals.” Thus, if one station in a given 
city was broadcasting subscription programs at a specific period of the day 
at the same time the residents of the area also would have at least three free 
programs to choose from. 

Programing by the existing advertiser-sponsored stations is controlled by 
one outstanding economic principle, which is, that the cost of programing plus 
the cost of transmission must not exceed the value to the manufacturer of the 
advertising contained in or surrounding the program. Different manufacturers 
because of the nature of their goods will evaluate the cost differently. The 
average, however, is admittedly about seven-tenths of 1 cent per houshold 
reached by the program. This means that a program costing $50,000 must be 
a matter of economics draw a listening audience of over 7 million people, or one 
that costs $100,000 must draw about 15 million people. 

These figures are for black and white transmission. The costs for color broad- 
casting are still in the realm of speculation, but it seems agreed they will be in 
the neighborhood of 1% to 2 times as much. 

These figures alone determine the limitations of present television program- 
ing in the United States and on some Canadian stations. It must as an economic 
matter have a broad mass appeal and reach for a common denominator that 
will appeal to audiences of millions of people. 

This basic economic limitation on programing does two things. It places a 
top limit on the cost of programing, and it also requires that, given a cost from 
$30,000 to $50,000, the program must be of the type that has an appeal to 
millions of viewers. A third subsidiary effect of these economic requirements, 
effective particularly in fields where contemporaneous presentation of a scene is 
of vital importance, such as top sports events where the uncertainty of the out- 
come is a primary factor in audience appeal, is the danger that the available box 
office to the producer will be radically reduced without any compensating 
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advantage to him, which in turn forces him to insist upon a regional blackout. 

Subscription television rests upon a different set of economic requirements. If 
we assume that the cost of the viewer of a particular program is $1, 1 consumer 
under this type of programing is economically equivalent to 140 consumers 
under the existing advertiser-sponsored system. In other words, if an audience 
of 7 million people is required to support a particular program under the exist- 
ing system in the United States, an audience of 50,000 would support the same 
program given subscription television. 

Herein lies the value of subscription television. It permits a flexibility of 
approach simply impossible under the existing system. If more money is 
required for programing that has a mass appeal, more money for this 
purpose will be available, The first run of any outstanding feature motion 
picture on Broadway at one theater can gross a million dollars. Around the 
World in 80 Days has already grossed over $2 million in 1 Broadway theater, 
over $1 million in 1 Los Angeles theater, over another $1 million in a San Fran- 
cisco theater. And it is still going strong. No sponsor can afford a price of 
that type, and if a producer sells a picture for less than that price to television 
he cuts in directly not only on its Broadway but its neighborhood grosses. 
Outstanding prizefights and other athletic events suffer from the same con- 
sequences. The loss to the box office is not compensated for by the revenues 
derivable from television. This is the reason why many of these events are 
blacked out in the areas where they take place, such as prizefights, profes- 
sional football games, baseball games such as those played by the Braves 
in Milwaukee. 

This situation already has given birth to a form of closed circuit pay TV in 
some motion-picture theaters, as Thomas F. O’Neil, president of RKO Teleradio 
Pictures, Inc., which owns TV stations in five cities, including WOR-TV in 
New York City, pointed out in an interview with Jack O’Brian, published in 
the New York Journal-American on November 16, 1957. 

“Don’t fool yourself, or your reader—it’s here right now,” Mr. O’Neil was 
quoted. “The last Sugar Ray Robinson-Carmen Basilio championship fight was 
subscription TV, no matter where TV cameras sent the picture. In this case 
it was into theaters. So the people who paid any amount from $3 to $7.50 apiece 
for that were simply paying for subscription TV.” 

I would like to emphasize that it was motion-picture theater owners who 
charged $3 to $7.50 per person attending this TV presentation of the fight in 
their show houses. That’s worth thinking about, because it is organized theater 
owners who are crying the loudest about how the poor man will be robbed by 
subscription TV as we plan it. Mr. O’Neil is quoted further along this line 
in the Journal-American column, as follows: 

“But if the same championship fight had been telecast into home TV sets 
for a fee, it’s probable it would have been sold for $1 per set, or at the 
very most, $2. And there would have been no limit to the number of folks who 
could crowd into a living room to take advantage of the $1 or $2 admission. 
In lots of cases it would scale down to 10 cents a person or less.” 

As this so clearly shows, the facts are that people in low income brackets will 
benefit greatly from over-the-air subscription television. All they would have to 
do would be to stay home and pay a modest fee for the entire family and friends, 
rather than go out to the attraction and pay a high fee for each person. 

But the economic implication of subscription television has, perhaps, funda- 
mentally more important consequences from the public interest standpoint than 
the fact that it will be able to provide mass entertainment of the type described, 
not now available on television. With the ability of subscription television to 
subsist on limited audiences, it can devote itself to programs having only a 
specialized appeal. Opera and ballet, for example, have not demonstrated their 
ability to attract mass audiences of 5 to 7 million people. But I am confident 
that in the New York area alone, with its more than 3,500,000 television sets, 
programs of this character could easily attract an audience of 100,000, sufficient 
to support their presentation. The same thing would be true of music and 
classic theater presentations, while the tentacles of one’s imagination slip as they 
try to grasp the impact of subscription television in the field of education. 

Specific steps already have been taken to insure subscribers that they will be 
offered outstanding cultural programs, when services of the Skiatron system 
begin operation. It was announced on December 10, 1957, by Matthew Fox, presi- 
dent of Skiatron TV, Inc., that Sol Hurok, world-famous impresario, had signed 
to head the corporation’s cultural entertainment programing exclusively for a 
10-year period. The plan calls for millions of dollars a year to be invested in 
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programs arranged by Mr. Hurok, affording Skiatron subscribers front-row 
seats via their own TV sets for world-famous ballets, operettas, musical concerts 
by outstanding artists, and other great cultural presentations. 

I need cite only one actual instance to illustrate my point relating to educa- 
tional possibilities. Advances in medical science in recent years have been rapid 
and significant. There is, however, a definite social problem in keeping doctors 
abreast of the latest advances that have taken place with regard to new drugs, 
new methods of treatment, and new operating techniques. Several years ago 
Skiatron with the help of the New York Academy of Medicine put on an hour’s 
show over WOR-TYV, all of which was done by eminent medical practitioners 
and half of which was devoted to an operation. The operation was scrambled. 
Decoders were placed at various points in the New York area where hundreds of 
doctors and surgeons were invited to assemble. The program was such a success 
that the New York Academy of Medicine and other professional associations are 
supporting our pending petition before the Federal Communications Commission. 

The question that arises is why a program of this nature cannot be carried by 
the existing systems. The answer to this is twofold. In the first place, there are 
about 20,000 doctors and surgeons in the New York area. An audience of 20,000 
is too small to attract the normal advertising sponsor; it is even too thin to justify 
a sustaining program. It is sufficient, however, to support a subscription pro- 
gram. Few doctors, for example, would hesitate to subscribe to a continuing pro- 
gram of this character which they can view at their homes and at a convenient 
hour. Secondly, some of the programing, such as an abdominal operation, is not 
of the type that should be generally broadcast. But broadcast in a scrambled 
fashion with the decoding cards limited to professional men, just as subscriptions 
to medical journals are limited, offends no one and permits the type of dissemina- 
tion of modern knowledge that a community so desperately needs. 

How many such audiences can be economically served by subscription tele- 
vision is any man’s guess, but it is not beyond the bounds of realistic imagination 
to envisage audiences large enough to support a course even in differential 
ealeulus. The evidence of a widespread demand for adult education is over- 
whelming, and the contributions that subscription television can make to the 
fulfillment, fires, as I have said before, the imagination. 

The objections that the networks make to the authorization of this system 
do not, except for propaganda purposes, rest on the intrusion of subscription 
television on “free air’ broadcasting. They do not rest on the absence of fre- 
quencies, for only one-third of the available frequencies are now being used; and 
only a very few more, according to the networks’ own admission, can be utilized 
under our existing system. The real objection of the networks rests upon the fact 
that a day possesses only 24 hours. What is limited is audience time and not air 
frequencies. The networks, for all practical purposes, are today absorbing this 
audience time, and the vast television audiences of the United States are ina 
very true sense their captives. They fear and resent any effective competition 
for this audience time, and they fear any fractionalization of that audience time 
by the capacity of a competitive television station to appeal to specialized groups. 
Their basic plea is to maintain their existing dominance in the field of tele- 
ecasting—a dominance that approaches oligopoly if not monopoly. 

No proponent of subscription television to my knowledge, on the other hand, 
seeks any exclusivity for his particular system. Wein Skiatron would willingly 
see as many manufacturers as possible turn out decoders. Like Gillette, our 
prime sources of revenue will be the programs or blades and not the razors. We 
have told the Federal Communications Commission that such patents as we 
possess for the manufacture of our decoders will be licensed to any responsible 
manufacturer on a reasonable royalty basis. We welcome the thought of com- 
petition. not merely with the existing television broadcasters but among our- 
selves. We know that our survival will depend not upon how much toothpaste 
or cereal our programs will sell, but upon our ability to create and transmit pro- 
grams for which viewers will pay a price in the face of their ability to receive 
other programs without charge. On this speculation, we have been asking for 
the right to risk our money—not that of the public. 

Programing that has in this way to depend upon public acceptance has a dis- 
tinct public value. Its content and its appeal will not be controlled by advertis- 
ing considerations, that may have little relationship to art or culture or educa- 
tion. And it is not unfair to suggest that under these circumstances a new ap- 
proach to programing may come into being. If newspapers today were limited 
to the throw-away type, or the theater or the movies had no box-office but only 
were gatherings for the intermittent hawking of products—a sort of glorified 
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series of medicine shows—we would have an atmosphere in these fields some- 
what akin to that which prevails in television today. The consequences of creat- 
ing a new atmosphere, a new plane of reference, may very well be permeating 
but are certainly not to be feared. 

Skiatron, a publicly owned corporation, is frank in its desire to profit through 
offering a service to the public, for which TV set owners will be willing to pay 
modest fees. Like the horse and buggy devotees four decades ago, the movie 
theater owners are fighting for the dollar by trying to get a law passed, which 
would make it impossible for millions of Americans to pay for what they want— 
better television programs. It is understandable in the light of recent history 
that the movie house owners are going all out to protect themselves against any 
improvement of home entertainment. The average weekly attendance in their 
theaters throughout the country declined from 90 million in 1948 to 45,800,000 
in 1955. Television certainly was a factor in that attendance plunge. Now, 
under the halo of “public welfare” they want to kill new competition by law. 
Certainly, America was not made great that way. 

The motion picture producers see the potentials of subscription television with 
greater clarity. Many of them favorit. Samuel Goldwyn has said publicly that 
he considers subscription TV as inevitable. Cecil B. De Mille was quoted re- 
cently as saying: “Toll TV?—It’s a very wonderful thing. I’m for it.” The 
producers see a new way of reaching a vast “lost audience’’—millions of persons, 
who, for health, age or other reasons, do not go to motion picture theaters. 

The Metropolitan Opera Association has approved the principle of subscription 
television, as has the National Collegiate Athletic Association, and many other 
organizations of high character. 

A study, titled “Survey of United States Markets,” made by Alfred Politz 
Research, Inc., for Look Magazine, showed that 19,700,000 persons over 15 years 
old in the United States would be willing to pay $1 for a World Series game on 
Pay-TV, and that 16,250,000 would pay $1 to see a heavyweight boxing champion- 
ship on their own TV sets. 

This, I believe, illustrates the possibilities inherent in subscription television. 
It has a special appeal to those who would utilize new and unused channels both 
VHF and UHF, for they can develop an economic basis for programing that 
does not now exist. These opportunities are particularly apparent in UHF, 
for the basic difficulty in that field is that UHF calls upon the consumer for an 
additional investment for a converter, without offering a program fare more 
tempting than what he now receives. Add subscription television to UHF and 
the situation immediately changes. The UHF operator now has something new 
to offer and one that we believe he can sell. Because of the dramatic failure of 
UHF to date—the almost practical impossibility of superimposing upon VHF 
a system calling for an additional outlay by the consumer with no visible com- 
mensurate return—Skiatron has been seeking permission to move into a field 
that even today after these many years is substantially unoccupied. 

Viewed as objectively as we who have an interest in subscription TV can view 
it, the situation seems to us one where permitting coding of the TV signal offers 
enormous potentialities with only very slight risks. To us a balancing of poten- 
tial assets and potential liabilities, leaves a huge surplus on the side of sub- 
scription TV and a surplus that is compounded mostly of the public interest. 

A showdown stage in this new communications service and industry is here 
now. The Federal Communications Commission, after years of study, deter- 
mined during 1957 that “* * * it is impossible to make a fully realistic assess- 
ment of an untried service such as subscription television without ample 
demonstration of its operation in actual practice.” On that premise, the FCC 
ruled that applications for 3-year trials would be considered after March 1, 1958, 
and that the FCC had the authority to grant licsenses for such operations. 

Great newspapers, including the New York Herald Tribune and the Los Angeles 
Times went even further in citing emphatically that the responsibility of decision 

rests with the public. The Herald Tribune stated in an editorial on October 
24, 1957: 

“* * * nothing can be known about the possible success or failure of toll TV 
until the public is able to judge it through practical experiment. It is for the 
public, and not for the FCC or anyone else, to decide whether toll TV ought to 
be accepted or rejected. That is the only way of doing things in a free economy. 
It is the only way to protect the public interest.” 

The Los Angeles Times editorial on December 20, 1957, stated: 
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“Representative Emanuel Celler of New York has already introduced a bill 
which would outlaw pay television and he is hopeful of action on it early in the 
next session. 

“However commendable his motives, it seems that he is taking away an inherent 
right from the American people ; the right to choose their own entertainment and 
to pay for it or not as they wish. * * * The viewers themselves will be the final 
authority.” 

This decision by the FCC appears to have stirred up an effort to override that 
conclusion by appealing to the Congress—an appeal strongly backed by the 
powerful networks and the moving picture exhibitors. But the issue cannot 
be concealed. It is the inherent right of the American people to choose their own 
entertainment and to pay for it or not as they may choose. 

Pay-As-You-See television asks nothing from the existing television system, 
It asks no monopoly of existing frequencies. All it asks is the right to compete 
with advertiser-sponsored television and the opportunity to put an economic base 
under our television industry which we hope will enable it to grow and meet the 
increasing demands that the American public is placing on television, and for 
which we believe that public is willing to pay. For the Congress to set itself 
athwart that objective is to leave the television industry chained to the adver- 
tising dollar. We ask only that it be free, free in the sense that American enter- 
prise has always had the opportunity to prosper insofar as the public has chosen 
that it should prosper. This, in essence, is our plea—a plea for a trial with the 
public as our judge. 

In closing I want to express my thanks to this committee and its staff for this 
opportunity to lay before them the cause of subscription television. 





The Cuarrman. Mr. Jarman, have you any questions ¢ 

Mr. Jarman. Mr. Chairman, I have no questions at this point 
but I would like to say that several years ago, when I was a student 
at Harvard Law School, I listened respect fully to Dean Landis and 
have done so again today. 

I am grateful to the dean for coming and bringing this information 
to the committee. 

Mr. Lanpis. Thank you very much, sir. 

The Cuarrman. Mr, O'Hara? 

Mr. O’Hara. Dean Landis, I did not have the opportunity to go to 
Harvard Law School when you were a dean there, but over the years 
I have enjoyed your appearances before the committee. It is a pleas- 
ure to see you again, sir. I believe you have well presented your views 
in your statement as well as in your oral statement. 

I want to express my appreci iation. 

Mr. Lanpis. Thank you, sir. 

The Cuarrman. Mr. Heselton ? 

Mr. Hesetron. Dean Landis, I want to join in complimenting you 
for a very forceful document. 

Having read your written statement, I notice on page 3, you said: 
The Skiatron system, like the theater and the movies, will seek its sustaining 
revenue directly from the consumer and not indirectly as television today has 
been forced to do from the advertiser. 

Then, at the conclusion of your statement on page 12, you express 
this thought or, in fact, it is more in the nature of a warning: 

For the Congress to set itself athwart that objective is to leave the television 
industry chained to the advertising dollar. 

I gather from those two sentences, and perhaps others in your brief, 
that the Skiatron system intends to depend entirely upon subscriptions 
and not at all upon advertising revenues? 

Mr. Lanopts. That has always been its position, sir. 

Mr. Heserton. I am going to ask this question, So far as I know, 
no one has asked it before in the hearing. I do not think a hearing 
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would be complete without an answer to it from a competent witness. 

If subscription television should become something in being, what 
would happen to political broadcasts? 

Mr. Lanois. I think that is a very interesting question. 

Obviously, in most instances, nobody here would pay to hear a 
political broadcast. 

Mr. Hersevron. That was my thought. 

Mr. Lanpis. Therefore, the political broadcasts will go to the nor- 
mal channels. However, and I think this is a very interesting thing 
and perhaps a very dangerous idea, but still a good one, that there are 
a lot of people who may be good, loyal members of their party and 
the party may need money. You could reach literally millions of 
people who would be willing to put up a dollar or $2—a very difficult 
thing to do today in political contributions—through the device of a 
benefit performance where they would pay to hear one of the great 
leaders of the party and would pay a dollar or $2, realizing that a 
certain amount of it would be for the benefit performance. 

Mr. I[esevton. That is a most interesting theory. I dare say that it 
would be of interest to the chairmen of the national committees, and 
particularly, the treasurers. But getting down to the grassroots, 
where <loes it leave the poor candidate who is trying to get somebody to 
listen to him, knowing full well that he has a tough enough time trying 
to get them to listen to him on free television ? 

What is he going to do if he asks television viewers to pay to 
hear him ? 

Mr. Lanois. You see, this device, like the theater and the movies, 
permits the entry of the concept of the benefit performance, which is 
utilized through the moving-picture industry quite a bit and also 
permits the idea of really charging for a political meeting where the 
effort is to replenish and everybody knows that the effort is not enter- 
tainment, the effort is to replenish the coffers of the party concerned. 

This is very interesting in that it permits that technique which is 
applied in that industry to be carried over to television, which the 
present system, of course, does not permit. 

Mr. O’Hara. Will the gentleman yield? 

Mr. Hesevron. Yes. 

Mr. O’Hara. My colleague’s very proper question arouses one ques- 
tion in my mind. How long will it be before the candidates for 
Congress will have enough money to pay for the costs of so-called 
free television? Will pay television answer that problem for some? 

Mr. Lanois. It might. It might help. I had not thought of it 
primarily along that line. I thought of it in terms of a benefit per- 
formance. I am familiar with this effort to raise a dollar and $2 from 
an individual on a national and on a statewide basis. We know how 
difficult it is. 

Yet, here is a device which would permit contributions of that 
nature or you could present appeals for the American Red Cross 
program or something of that nature to a large audience. The beauty 
of it, as distinguished from the moving picture audience, where the 
benefit audience is limited by the size of the theater, is that here 
you have an immense auditorium in which to appeal. 

The Carman. I suppose to further answer Mr. O’Hara’s ques- 
tion, the candidates could go around to the homes and give them a 
quarter to put in the box at the right time. 
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Mr. Heseiton. We might have to expand the Corrupt Practices Act. 

Mr. Lanois. We do not operate on the basis of coin collections. We 
operate on the basis of credit. 

Mr. Hesetron. I asked that in all seriousness. I think it does pose 
a question not to the proponents of subscription television alone, per- 
haps, but to the Federal Communications Commission in terms of 
any consideration it may give to these applications. Perhaps this 
involves a bit of thought on the part of the proponents of subscription 
television. Ladd that as a second thought. 

We all agree that we need to improve, if we can, the whole process 
of Government, to keep it alive and vigorous. It certainly is not going 
to be improved if you blanket out the possibility of informing the 
public as to the platforms, the programs, and the candidates for public 
office. 

It is a tough enough proposition as it is today, and I think all of 
us realize it, for the parties and for the candidates to obtain that 
hearing of the public which will give them the opportunity to make 
a sound judgment. 

If subscription television comes and succeeds to the extent that 
you and other proponents of it believe it will succeed, then I respect- 
fully submit that someone should be giving some attention to this 
problem of where does the whole field of governmental platforms, pro- 
grams and services, enter into it. 

I can visualize that the cost would become so prohibitive in what we 
call free television today, that you would be caught where there could 
not be any outlet at all to the public in terms of television. 

Mr. Lanprs. May I make one observation there? In the closed 
circuit subscription television, if you put that in, you have three 
channels to work with. We have been planning for some time to put in 
a system of that nature out on the west coast. 

Only one channel is necessary for the subscription operation. With 
the other two channels the thought is that one of them is hi-fi music 
and the other is devoted to public service. If that is so, that might 
afford an answer to the very question you have in mind. 

The cost could be relatively low. You could afford to televise a 
great many things that you cannot afford to at the present time. 

Mr. Hesevron. May I leave it with just this suggestion. I think, 
sometime, in presenting information to this committee or to the Com- 
mission, it would be wise to give the matter some thought. It may be 
of some moment. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Schenck ? 

Mr. Scuenck. Mr. Chairman, I wish to add to the compliments al- 
ready given to Dean Landis. 

I have no questions. 

The Cyaan. Mr. Younger? 

Mr. Youncer. Thank you, Mr. Chairman. 

Not being a lawyer, I have never had the pleasure of meeting Mr. 
Landis. If I recall the testimony of Mr. Doerfer, Chairman of the 
Federal Communications Commission, Skiatron had not as yet filed 
an application for the test period. 

Mr. Lanois. That isright. It would not be the party to file an appli- 
cation. The application is to be fined by the broadcaster, by the 
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broadcast station. Skiatron is not in the broadcasting business and 
does not intend to get into the broadcasting business. 

Mr. Youncer. That being true, however, is Skiatron interested in 
having its system a part of the test ? 

Mr. Lanpis. Very much so. 

Mr. Youncer. Thank you. 

That is all, Mr. Chairman. 

The CuatrmMan. Mr. Alger? 

Mr. Acer. Very briefly, do you think you will have any trouble 
selling this system to the consumer in the home ¢ 

Mr. Lanois. I think it depends entirely upon the kind of program- 
ing we have. If we have good programing, we can sell the system. If 
we s do not have it, nobody is going to buy it. 

I think, if you can add a fellow like Sol Hurok and out on the Pa- 
cific coast where they have no televising of baseball, if you can add 
that in there, or if you can add it in Wisconsin, you still have to have 
much more than that. 

Mr. Atcer. How about the cost factor? In your original sales pitch 
to the consumer with his TV set in his home, what will it cost him? 

Mr. Lanpis. Generally speaking, I will tell you where our thinking 
has gone. I am talking now about closed rather than open TV and 
the cost may be less on the open-air system because there is no necessity 
there to go in for the heavy capital investment that you have to go 
into on the wire side. 

On the wire side, perhaps you could charge $3 a month for these 
three channels. For that $3 a month, you would get hi-fi music, you 
would get this public-service thing, and then you would have this other 
channel where, if you wanted to see a particular program 

Mr. Areer. The additional cost to the individual program ¢ 

Mr. Lanois. That you cannot generalize upon. 

Mr. Arcer. I understand, but there would be that additional cost 2 

Mr. Lanois. Yes. 

Mr. Acer. So you would have installation cost plus the normal 
cost ¢ 

Mr. Lanpis. Yes. 

Mr. Aucrer. Wherein does your system differ from the two we have 
heard of previously ? 

Mr. Lanpts. The lower cost is derivable from the fact that we have 
been experimenting with something less than the co-ax. 

Mr. Arcer. It is not your own system, but this is A. T. & T., too? 

Mr. Lanois. No, this is not line transmission. This is transmission 
inside a particular community. 

Mr. Aucer. I see; and it would be your own ? 

Mr. Lanpis. Yes, it would be our own, or in fact, we have been dis- 
cussing this matter with the largest company in the world that handles 
this kind of thing. I think we can cut down substantially on what 
would be the regular cost in the light of their experience. 

Mr. Arcrr. Do you think your system is better than the other sys- 
tems, Telemeter or Zenith ? 

Mr. Lanpis. Naturally. We really do. 

Mr. Acer. I expected you to say that, of course. 

I have one other question. You mentioned a low-cost UHF con- 
verter. 


Mr. Lanopts. Yes. 
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Mr. Arcer. Previously we had been led to believe on this committee 
that this could run into some money and this would necessitate people 
now owning sets to buy new sets if they did not have the UHF chan- 
nels, but now you say that you can provide a low-cost converter. 

Mr. Lanpis. That is right. That would be a one-channel converter, 
That is all you would really need. 

Mr. Arcer. Of course, for your channel. 

Mr. Lanpis. Yes. 

Mr. Acer. When you say “low cost” what do you mean that would 
be, roughly, to the consumer ? 

Mr. Lanpts. Roughly, seven to ten dollars. 

Mr. Ateer. Original installation or monthly ? 

Mr. Lanois. No, the cost of the mechanism itself. 

Mr. Arcer. I mean what are you going to sell the customer ? 

Mr. Lanois. If we were on UHF we would still have to make our 
charge. I do not think the additional cost of $7 —— 

Mr. Arcer. Would you lease it to him ? 

Mr. Lanois. That is the general theory, leasing. We considered 
about a year and a half ago, the idea of selling them and it seems that 
leasing them would be a better way. 

Mr. Areer. Roughly, your cost per month would be what, something 
in the neighborhood of $3, plus the cost of the program ? 

Mr. Lanois. Yes. As I said, you might be able to get to less than 
that on the open air. 

Mr. Aucer. You have filed all of this with the FCC ? 

Mr. Lanois. Yes, we have filed this with the FCC. We have been 
working with the costs of decoders. We have had quite a program 
on ever since last summer, which involved Westinghouse, Motorola, 
and another company whose name I have forgotten, and I think we are 
pretty well grounded on what mass production costs here can achieve, 

Mr. Atcer. Thank you. 

The Cuarrman. Dr. Neal? 

Mr. Neat. Thank you. 

I have been very much interested in your remarks. The only thing 
I have to say is that if Skiatron puts on another experiment or show 
to bring retired doctors up to date, I would be very glad to have an 
invitation. 

Mr. Lanois. I think the device can be used in the veterinary field, 
too, where that kind of thing is very desirable. 

Mr. Neat. I can see wonderful possibilities for it. 

Mr. Lanpts. You know how doctors will travel two and three hun- 
dred miles to a medical school to listen to a lecture. Here they can have 
a regular time—and 11 o’clock in the morning seemed to be a good time 
for doctors in New York—and they could sit down and get a program 
like that every week, without too much effort. 

Mr. Neat. Thank you. 

The Cuatrman. Dr. Landis, I have just this one question: Do you 
consider this problem of pay TV a matter of service and rates ? 

Mr. Lanois. Yes. 

The Cuarrman. In that sense, would you consider it a utility? 

Mr. Lanpis. No, I would not consider it a utility any more than I 
would consider a moving picture theater a utility. This is entertain- 
ment. 

The Cuarrman. But it uses the spectrum. 
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Mr. Lanois. I do not think that makes a thing a utility. What 
makes a utility is, for example, my commuting every morning on the 
train. I must commute, I must use the railroad train at whatever the 
expense may be. The same thing is true of my gas, power and tele- 
phone. I just must do those things. 

Because of that, the Government steps in and says, “Under those 
circumstances, we feel it is necessary to be sure that a reasonable rate 
is charged.” 

The CuatrmMan. You do not feel we have reached the stage where 
broadcasting is as necessary to the regular family living as is trans- 
portation, light and gas? ' 

Mr. Lanois. If you have reached that stage anywhere in broadcast- 
ing, I should say you have reached that stage only in the public-serv- 
ice field. I cannot say that it is important that Gun Smoke, I Love 
Lucy, and these other programs should go out to the public, that the 
public must see them. 

I cannot say that if My Fair Lady, goes on subscription television 
that it is essential that that price should be determined by an au- 
thority rather than be determined by the economic factors that will 
control it. I do not believe you can charge too much in these things. 

The Cuarrman. You do not think you can charge too much? 

Mr. Lanois. No. I think overcharging will pull it out of the 
market. The same thing is true in theaters. 

The Cuatrman. I have a feeling you might as well try to cut off 
water and light as to cut off television. 

Mr. Lanois. But the thought is.not cutting off the television at all. 
The thought is that you will always have the television, but there are 
special programs which people might want to pay for. This is a sup- 
plementary service, not a substitutional service. 

The Cratrman. I repeat again that I think what has caused me 
the greatest concern are two things, and that is the traditional use of 
the airwaves, which belong to the public, which are free to the public, 
this broadcasting phase of it, outside of special services set aside for 
the military and so forth. 

The other thing about it is the question of service and, if that is 
true, then of rates. I am one of those people who is strong to believe 
in our people with initiative, and all that they have of delving into 
new things and new ideas. I am very much for that. 

I am wondering, however, if it is the proper thing to develop 
something in which the public is tremendously interested in, with- 
out having the rules laid Sows or the policy laid down with reference 
to it. 

It is just as it was with Salk vaccine. You will remember about 
that. ‘The thing that worries me is about setting up something that 
you know is in the public interest. There are many different ways to 
carry what that something is to the public and then not having any 
ground rules set up beforehand. That is what worries me about it. 

Mr. Lanois. Isn’t that the normal American method for the de- 
velopment of enterprise? Take the electric light. You certainly did 
not lay down any ground rules before Edison developed the thing. 
With automobiles there were no ground rules laid down. 

The Cuatrman. After it was developed, the rules were laid down 
before it came into general use by the American public. You develop 
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this and you know it can be done. It seems to me that you people ' 
ought to be trying to get some rules set up for it. br 
Mr. Lanpis. Wouldn't you regard the restrictions that the FCC tel 
puts on the 3-year trial period as ground rules? gee 
The Cuarrman. There is no restriction. This is only a test. : 
Mr. Lanpis. Yes, but there are rules for the test. 19 
The Cuarrman. Yes, but after that is made and you have it estab- m: 
lished, you have no rules for it. | 
Mr. coon I would not assume that. I would assume that if the all 
test is successful and you want the thing to go on, you will then evolve th 
general ground rules for it. 
The CHairMan, But, as an example, we have these cities laid out 
here, over 20 markets, the mostly populated areas in the United States. th 
It is far beyond merely a pilot operation. If you do get substantial os 
population in that entire area, which will include far more than a te 
majority of the total people in the United States, if all of these markets 
were included in the so-called test, that you have underway, once . 
you have that established to that extent and with that many people fi 
involved if they do try it, then it becomes the most difficult thing. 0 
Mr. Lanois. But there, Mr. Chairman, you have to recognize this: | 
A pilot operation in this field will prove nothing. It proves merely q 
the mechanical features of it. You cannot, for example, put on grand i 
opera and have only 1,000 decoders out. You cannot pay for that 
program. You cannot pay for any worthwhile program with only \ 
1,000 decoders. ¢ 
The CuHatrmMan. It seems to me that the appropriate approach for 1 
this thing i is, if it is going to be in the interest of the public, that the } 
Commission ought to be given the authority to deal with it and they t 


do not have that authority now. 

Mr. Lanois. They have as much authority over this as they have 
over broadcasting, mantiy the same. 

The Cramman. I donot see it that way at all. 

Well, thank you very much. We, as always, appreciate having you 
with us. 

Mr. Lanpis. Thank you very much. 

The Cuarrman. Mr. Harold Fellows, president of the National 
Association of Broadcasters. 

Mr. Fettows. I am here, Mr. Chairman. 

The CratrMan. Mr. Fellows, we appreciate having you here, and 
IT know you understand that the committee is glad to remain, even 
though it is a late hour, to hear you, and to make this record as com- 
plete as possible. 

Mr. Fetitows. I am most appreciative, Mr. Chairman. 
The CHarrMan. You may proceed with your statement. 
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Mr. Fetiows. My name is Harold FE. Fellows, I am president and 
chairman of the National Association of Broadcasters, the business 
association of the broadcasting industry, whose members include 319 
television stations and the 3 television networks. 
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I appear here today to speak out for the American system of free 
broadcasting. ‘Today that system is threatened by proposals that the 
television broadcasting bands be used for a pay as you see, or pay to 
see television systems. 

My appearance is pursuant to a resolution adopted on April 12, 
1955, by the association’s television board of directors, directing the 
management of the association : 

To appear and participate in all hearings and proceedings, and take any and 
all necessary and proper steps to preserve unlimited public reception within 
the television broadcast bands. 

On June 19, 1957, the television board reaffirmed this position. 

We appreciate the opportunity to appear before this committee on 
this issue. It has always been our belief that the Congress, which 
established our system of free broadcasting, is the only body compe- 
tent to order that it be fundamentally changed. 

We believe further that such judgment should be made only after 
a full consideration of the contribution made by free television in its 
first 10 years as a national service and the degree of public acceptance 
of that contribution. 

These factors should be weighed against the detrimental conse- 
quences that we believe would result should pay television become a 
part of the scene. 

In a period of about 10 years, the American system of free tele- 
vision has developed in a way unmatched in the history of communi- 
cations. Today, nearly 41 million American families own television 
receivers. They have invested over $17 billion in these sets, and spend 
more time watching television programs than in any activity other 
than working and sleeping. 

Today over 90 percent of American families live in areas receiving 
a free television signal. 

Free television offers today the best talent in the dramatic arts. 
Virtually every great star of every other medium, motion pictures, 
the Broadway stage, and variety, now includes television as part of 
his career or appears exclusively on television. 

In addition to the established starts, free television has developed 
its share of the new talent, writers, performers, and directors whose 
names are known throughout the world, and who now enrich tele- 
vision and the other entertainment arts as well. 

This pool of creative talent reaches greater audiences every season. 
We no longer are surprised when more than 50 million Americans 
simultaneously view a single great show. 

Free television has brought grand opera to more people than had 
previously witnessed it in all the history of the world. 

In the sports field, every American fan is now his own expert. The 
World Series, the Kentucky Derby, football, basketball, hockey, box- 
ing, you can name any sport, are now free for the choosing. 

Last New Year’s Day was a striking example of free television’s 
service in sports. The viewer could see the Orange Bowl, Sugar 
Bowl, Cotton Bowl, and Rose Bowl, all at the turn of a dial. 

In the area of news and public affairs alone, free television spends 
tens of millions of dollars a year to help keep Americans among the 
best informed people in the world. Worldwide broadeast news or- 
ganizations bring the living history of our times into the homes of 














286 SUBSCRIPTION TELEVISION 






America. Through television coverage of public addresses, panel and 
discussion programs, our free soc iety_ hears directly the opinions and 
policies of the President, Members of C ongress and social, cultural, 
and educational leaders of the world, and thus is better able to judge 
the issues of the day. 

In the present international climate, it is nothing less than essential 
that the American public knows w here it stands and what it must 
accomplish to maintain the conditions necessary to the survival of 
free society. 

Free television is one of the best equipped mediums of mass com- 
munications to do the job that must be done. 

It is important to remember that broadcasters operate their news 
and public affairs organizations at a large financial loss. In the case 
of the networks, for example, millions of dollars each year are spent 
on maintaining such service, a sum far exceeding the advertising 
revenues from sponsored news programs. 

Broadcasters are proud to prov ride such programs in the discharge 
of their responsibility to operate in the public interest, convenience, 
and necessity. It is this responsibility that marks the essential differ- 
ence between a broadcaster and the entrepreneur whose sole function 
is selling entertainment. 

Under pay television, only commercially profitable shows could 
survive. There would be no place for the public service programing 
now supported by free broadcasters. 

These, then, are just a few of the accomplishments of free television 
ina 10-year period. It is still growing ‘ind every day it finds new ways 
to bring more and better service to the American public. It has done 
this with revenue from advertising alone, and we believe that free 
television can be justly proud of its contributions to the welfare and 
economy of our Nation. 

If allowed to continue to grow, it will provide an even greater 
service. 

Television has a vital attribute, which assumes increased importance 
in a time of economic readjustment or change. This is the effect that 
television, as an advertising medium, has had upon our national 
economy. 

During the period 1949 to 1957, homes owning television sets in- 
creased from less than 1 million to some 41 million. Is it not some- 
thing more than coincidence that concomitant with this growth of tele- 
vision there has occurred during the same period an increase in total 
sales to consumers from $180.6 billion to $280 billion ? 

The period of television’s great growth has seen our gross national 
product rise inthe same proportion. 

Television, with its matchless combination of sight and sound, has 
provided the best preemie showcase for the produc ts and services of 
American industry, creating a demand for goods and services never 
dreamed of before. It is this high level of demand that is essential if 
we are to keep the economy humming and employment up. 

The selling force of free television would be greatly diminished if 
pay television were authorized and proved to be successful. As the 
most popular free programs were lured over to pay, at least some 
part of the audience would follow. As the pererenans and audi- 
ences of free television were thus siphoned away, television as an 
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advertising medium would be degraded and would lose much of its 
power as a prime stimulus in our free economy. 

Proponents of pay television state that they will offer at a fee 
“championship” sports, movies, education, stage presentations, and 
oper: 

I respectfully submit that these programs are the very ones that 
free television has been providing to people every year since it first 
began. 

Furthermore, if pay television receives governmental approval, all 
of the top events will eventually disappear from the free television 
screens, and no one would see them who could not pay the toll. 

Sports programing provides an excellent example ‘of how pay tele- 
vision would really operate. If only 1 in every 10 viewers who saw 
the World Series game last year were to pay 50 cents, the take for 
baseball would be about 4 times the amount that the baseball clubs 
now receive from advertising sponsorship. 

Many sports promoters frankly admit that they would embrace pay 
television. But what about American youth and the inspiration they 
receive from watching the best athletes in action on free television. 
Pay television would liter ally black out for millions of our young 
people events of this nature. 

Exactly the same thing would undoubtedly happen to programs of 
other types. A small fraction of the present audience paying a dollar, 
50 cents, or even a quarter could supply a sum far greater than any 
advertiser will offer. 

Talent, essentially the same talent that we enjoy on free television 
today, would be attracted by the larger purse. Those of us who can 
afford to pay could view it; those unable or unwilling to pay, could 
not. 

I realize that the pay television proponents say, “Just give us a test 
in the market place.” They argue that any industry should be allowed 
a fair chance to invest risk c: pital i in the hope of becoming a financial 
success. 

On the surface, a test of pay television on frequencies presently allo- 
cated for free television sounds harmless enough. When one analyzes 
this proposition, however, it becomes apparent quickly that, should 
tests proceed and should the promoters and the public invest millions 
of dollars in pay television equipment and installation costs, the Com- 
mission and the Congress should find it most difficult, if not impossi- 
ble, to later tell the ‘promoters and the public that pay television is 
against the public interest. Retreat after tests, for all practical pur- 
poses, would be out of the question. 

Furthermore, the so-called tests now proposed would in no way 
demonstrate one of the real threats of pay television. “Experimental” 
operations in a few cities might not generate the economic pressures 
that will lure the outstanding programs from free to toll channels. 
Nationwide pay television would certainly do it. 

And if that were to happen, the viewer would have no choice, He 
would pay for what he now sees free, or he would not see it. 

The FCC has told the committee at these present hearings that tests 
on a limited basis cannot have the dire effects on free television which 
we believe would be inevitable under a nationwide system. Is not the 
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Commission saying, then, that the “experiments” it proposes would 
be virtually meaningless? 

The question is whether a nationwide system of pay television would 
degrade and eventually destroy the present free service. We are cer- 
tain that it would. The Commission itself tells us that the “experi- 
ments” cannot answer that question. 

Comparisons have been made between pay television and the inven- 
tion of the automobile. Pay television promoters accuse free broad- 
casters of fighting progress and compare us with manufacturers of 
buggies in the early 1900’s seeking restrictive legislation against the 
new automobile industry. 

Let us examine this so-called analogy. I say so-called, because, in 
my opinion, there is not analogy at all between the two situations. 

When Charles Duryea, in 1892, put a one-cycle engine on a buggy 
and made it run, he created something new and opened up a com- 
pletely new vista in the field of transportation to the world. This was 
progress. 

Furthermore, a man retained his freedom of choice, he could ride 
in a buggy, or he could ride in an automobile. 

Now, what of the proponents of pay television? They would take 
the 45 million television sets that the American people have bought 
and attach to them a coin box. For what? Simply to receive the same 
bill of fare. 

Change is involved here, all right, change in the form of quarters 
and half dollars to be dropped by the billion into this box to pay for 
the very thing that previously cost nothing. 

Is this progress? It this comparable to the inventive genius of the 
Duryeas and Fords 60 years ago ¢ 

These men risked their all to bring something new. What do the 
pay television proponents risk? The price of a coin box? They talk 
of a new invention. Is the gas meter new? That’s the only thing they 
would add. 

They propose to ride piggyback on frequencies already allocated to 
free broadcasting service and charge for their use. In so doing, they 
know that the roadway and the vehicles are already there, the roadway 
being the public’s channels and the vehicles the public’s investment in 
television receivers. Pay TV is the very antithesis of progress. It 
would be a backward step. 

Overriding all other considerations in this matter, however, is the 
public interest. What does the public think of the service it now gets 
free, and what has public reaction been to proposals that it pay for 
programs? 

The best objective evidence of public acceptance of the free system, 
I believe, lies in the fact that it has invested so many billions of dol- 
lars in receiving sets in order to view the programs being offered. 

“very year it has increased the number of hours it spends watching 
these programs. True, it has become more selective in what it views. 
That is to the good, and it insures an even growing variety and in- 
crease in quality in the service free broadcasters must provide to hold 
their audiences. 

And what of public reaction to the idea that they might pay to watch 
television? Every survey and poll that I have seen shows that an 
overwhelming majority of the people oppose using the free channels 
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for toll programs. Pay television promoters try to pass off these 
surveys with the argument that the questions have ee fondall against 
the toll system. Yet, even newspapers which support pay toll tele- 
vision editorially have carried polls in which more than three-quarters 
of those questioned have opposed pay television. 

Recently, a broadcaster in a small California community devoted 
45 minutes on a Saturday evening to a program in which the issues of 
pay television were discussed. This broadcaster explained that he 
needed the advice of his viewers so that he could decide whether his 
station should enter the pay television field, should it be authorized. 
His presentation of the claims of pay television promoters was com- 
pletely objective, in fact, he stated their promises as though that is 
what they would actually deliver. He concluded the program by 
suggesting that viewers write their opinions to the station. Here is 
what happened, in the broadcaster’s own words: 

We were astonished with the results, in fact, we were flabbergasted. 

From a Saturday, 6:45 p. m., telecast we received 5,006 pieces of mail at 
Salinas-Monterey. The people voted 5,002 against pay television, 4 in favor. 

We have been swamped with requests to repeat the telecast and explanation, 
because everyone makes the point that up to this time none understood pay TV. 

He went on to explain how, after the program, people in the com- 
munity spontaneously responded by circulating petitions against pay 
television. This included housewives, labor organizations, veterans’ 
groups, and local merchants. 

I believe that there is ample evidence right now to determine where 
the public interest lies in this controversy. No important new infor- 
mation can be developed by the tests now under consideration by the 
Federal Communications Commission, and it is clear that only full- 
scale pay television will demonstrate its worst dangers. 

We respectfully suggest to this committee that it immediately adopt 
a resolution directing to the FCC, advising the Commission to proceed 
no further along this path without specific guidance from the Con- 
gress. We do not believe tests of pay television should be authorized, 
because such authorization would, for all practical purposes, be tanta- 
mount to a determination that pay television is in the public interest. 

We submit that pay television in the television basdanaliee bands, 
be it by final approval or experimental authorization, is contrary to 
the interests of the American public, and, further, that this matter is 
a basic decision of public policy which only you, the elected repre- 
sentatives of the people, should make. 

The Cuarmman. Mr. Fellows, thank you very much for your 
statement. 

You are speaking for the broadcasting industry, are you not, that 
is, the association you represent ? 

Mr. Fetiows. Yes, sir; that is right. 

The CHarrman. You state 316 television stations and 3 television 
networks are members. How many television stations are there all 
together? Five hundred? 

Mr. Fretitows. Approximately 500, Mr. Chairman. I believe it is 
in the nature of 494 or 497, that are fully on the air and operating. 

The CuairMan. 494? 

Mr. Fetiows. I think it is around 494. I believe the chairman in- 
cluded the figure of 494 the other day. Our figures show recently 497. 

The CuHairman. How many of those are VHF? 
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Mr. Fettows. About 420, I think. There are about 80 UHF’s now, 
and the remainder are VHF'’s. 

The Cuarman. How many of the 80 UHF’s in operation belong to 
your association ? 

Mr. Feiiows. Thirty-seven. 

‘The Cnarrman. Dr. Neal. 

Mr. Nea. I have no questions, thank you. 

The Cuarman. Mr. Alger. 

Mr. Aueer. I will be very brief. 

Mr. Fellows, I have asked the same question of the three gentlemen 
who preceded you, who did not share your views. 

Can subseription TV be sold to the individual set owner on the basis 
they have laid down, do you think ? 

Mr. Fretiows. Can it be sold ? 

Mr. Areer. Yes, sir. The gentlemen before you have assumed ; they 
have never answered me otherwise, which was the answer I was seek- 
ing. They assumed that it could be sold, that it could easily be sold. 

What do you think ¢ 

Mr. Fetxows. I heard one of them answer not long ago that that 
depends entirely upon the program and the price. It does not seem 
to me to be a proper, going proposition. I do not think it will find 
any work. I doubt it very much. 

That is one of the things that I fear about the test. 

Mr. Avcer. Do you think, though, that as a salesman, going into 
the living room with his propaganda, his material, his briefs, his cost 
data, and the programs they hope to have, and so forth, do vou think 
he might be successful in selling it ? 

Mr. Fetxiows. I think he might sell it momentarily. 

Mr. Atcer. Enough for the trial basis? 

Mr. Fetiows. That is right. 

Mr. Arerr. Particularly if it were subsidized by the company want- 
ing to put it in? 

Mr. Fe.itows. If I were a salesman, I certainly would go in and sell 
at the very top of my possibilities and attempt everything [ could to 
get them to buy. 

Mr. Atcer. Would you say that it would have to be heavily sub- 
sidized by the company selling it in order to make the sale ? 

Mr. Fertxtows. It would seem to me that that would be important 
during a test period. 

Mr. Acer. In view of the opposition vou said the people put up? 

Mr. Fettows. That is right. 

Mr. Axerr. I felt your view was that the experimental test itself 
might put us beyond the point of return in a sense ? 

Mr. Fettows. That is correct, sir. 

Mr. Areer. And, therefore, the public interest could not be deter- 
mined by the people themselves ? 

Mr. Fettows. That is right. We feel that the public interest, so- 
called, might then be determined by a great minority of people. 

Mr. Aucer. Why isthat? I still do not quite grasp that. 

Mr. Fetiows. Because the Congressmen, the Representatives, are 
going to get a great hue and cry from the 1 million or 2 million people 
involved in purchasing sets, and they are going to be somewhat in- 
fluenced, I think, unless we can prove otherwise. 
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It is going to be difficult to drop warmers, Sh start. 

Mr. Aucrer. If the good programs are siphoned off, would the people 
not protest that they are not getting the programs ‘they used to get? 

Mr. Fetiows. I think they might as time goes on, but I think in a 
test period, unless it is carefully supervised to give them the better 
programs, if possible, for a small amount of money, creates a situation 
which would not be practical and realistic. 

This test is confined to some 20 markets. 

I was very interested to hear questioning on one occasion to ask 
whether they planned to make it work in the smaller communities and 
smalier markets. The answer was “Yes, ultimately.” That was the 
answer received. 

Daring the test period, you are not testing the small markets at 
all. You are testing the spot where you can get 10 percent of 8 mil- 
lion people, or 80,000 people, and you have yourself a tremendous 
possibility. 

Mr. Aveer. What test would you recommend as being fairer than 
the one they contemplate ? 

Mr. Fettows. I don’t think the test is needed. I think the public 
interest has antade been established by the surveys already taken. 

Mr. Auger. There is some doubt that this cannot be determined 
until the people can be exposed to it. Would you characterize this test 
as being broad enough? Would you change it? If you cannot throw 
it out, would you change it in some way ? 

Mr. Frnrows. I would think it ought to be tried, if it were to be 
tried, on some sort of basis where there is a practical proportion of 
the various sizes of markets in this country. I doubt that there is very 
much to be made in the smaller markets on pay television. 

Mr. Arcer. I am very interested in your views. I have used my 
time. 

Mr. Fettows. May I speak now, Mr. Chairman, beyond Mr. Alger’s 
time ? 

I am quite interested in the views of the gentleman who said he 
thought it had gone about as far as it could go, meaning the number 
of eine stations. 

I doubt that the additional 15 percent of the time for pay television 
would make it possible to add many more television stations in this 
country. 

Mr. Atcer. I appreciate your views. I have enjoyed hearing you. 

The Cuarrman. Mr. Younger. 

Mr. Younger. Mr. Fellows, did I hear you cor rectly when you said 
that you thought that subscription TV would have difficulty in sell- 
ing their gadget to the homeowner ? 

Mr. Fetrows. U Itimately ; yes, sir. 

Mr. Youncer. Then why do you fear it? 

Mr. Fetiows. It is not a question of fearing. In the doing of it, 
during this interval of time when you are attempting to sell it, and 
making the best you can of a test, you disrupt the entire situation as 
we now know it in free broadcasting. 

You have already affected the entire situation that has been built 
up over a 10-year period. 

Mr. Youncer. I am not a lawyer, but I have taken some courses in 
logic, and I must sadly disagree with your logic in this case, if the 
thing is going to fall of its own weight, it should not be feared. 
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I have a lot of sympathy with that viewpoint, but certainly sym- 
pathy with that viewpoint does not prompt me to say that it is going 
to ruin free television. 

You have to take one horn or the other of the dilemma, it seems 
to me, just from a logical standpoint. I will not argue with you at 
all. I just wanted to put that into the record. 

Iamthrough. I have no more questions, Mr. Chairman. 

Mr. Fetiows. May I respond to that ? 

Mr. YouncEr. Yes. 

Mr. Fretiows. We have the proposition of talking about 20 markets 
where we can introduce and try television. I doubt very much that 
with those 20 markets you can make a test for the entire Nation. 

So far as television on the air waves is concerned, you cannot do 
something for 20 markets without doing it for the entire country. 

Mr. Youncer. You are not going to do it for all the country. You 
are talking about two different things. 

Mr. Fettows. You might make that succeed in these 20 markets, 
but what happens when you go beyond ? 

Mr. Youncer. How can you make it succeed if you cannot sell the 
gadgets to the homeowner? I do not care whether it is in a limited 
market, a world market, or the United States market. If you cannot 
sell to the homeowner, to the setowner, then it cannot succeed. 

Mr. Fetiows. If you can tie up or contract enough people, enough 
top shows and top talent, and take it away from free television, even 
during the test period, you can make it succeed. 

Mr. Youncer. That is all, Mr. Chairman. 

The CHarrman. Mr. Jarman. 

Mr. Jarman. Mr. Fellows, I was tremendously impressed with the 
instance that you cite on page 7 of the broadcaster in a small Cali- 
fornia community, giving a 45-minute program on this subject. 

I was impressed with the results that came in. 

Out of 5,006 pieces of mail, only 4 were in favor. 

Was a film made of this program, or a transcript made of exactly 
how this subject was handled ? 

I would be interested in seeing it, or reading it. 

Mr. Fettows. I believe there was a film that has been made of it, 
sir. 

Mr. JARMAN. I would be interested in seeing it, and I assume other 
members of the committee would be. 

Mr. Fetiows. We will attempt to get it for you. We have it docu- 
mented, and I would be very glad to give you the documentation of 
it, and attempt to get the film, if there is one of it, a kineseope. 

Mr. Jarman. I would be interested in how the subject was pre- 
sented to attain the results you indicated. 

Mr. Fetiows. This is not at all out of line with major surveys and 
studies which have been made in the just recent past. I do not know 
whether anyone prior to this has brought before the committee the 
TV Guide survey. That is a consumer’s magazine, not a trade maga- 
zine. 

The TV Guide survey covered about 15,000 people, and the results 
were not too out of proportion to the results of this man here. 

Mr. Jarman. They were comparable to these results. 
Mr. Fetiows. That is correct. 
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Mr. JarMAN. That is all, Mr. Chairman. 

The CHarrman. Mr. Heselton. 

Mr. Hesetron. Mr. Fellows, you are familiar with the proceedings 
in docket 11279, the proceedings before the Federal Communications 
Commission; are you not? 

Mr. Fetvows. I don’t know them by number, sir. 

Mr. Heseuron. That, I take it, is this whole matter of authorizing 
a test. 

Mr. Fettows. I think so. 

Mr. Hesexitron. In some material furnished to us by Mr. Pierson 
this morning, I noted that on page 2 of the joint experimental] reply 
by Zenith and Teco, it lis‘s trades, and the NARTB. 

It refers to this NARTB board, and states it seconds the opposi- 
tion of the networks, even though its membership is divided on this 
subject. 

Do you care to comment on that statement ? 

Mr. Fetiows. I do, indeed, sir, I think the declaration or what- 
ever you choose to call it is completely unwarranted. We have a board 
of directors which is duly elected in a democratic manner by the 
broadcasters of this Nation, of whom we have 319. They unanimous- 
ly voted. 

I am terribly concerned about preoccupation with the networks in 
these presentations that I have heard today. The networks control 
only about 40 percent of the programing time. ‘Television is a lot 
larger than the networks in this country. Television is fundamen- 
tally at the grassroots, the community level operation. 

The content that goes out from that station, other than the con- 
tent that comes from the networks, is tremendously important in the 
great gains that have been made in television in this Nation. 

I am not deprecating the networks in any way, shape, or manner, 
because they are a very important and necessary adjunct. 

But that is not all television. 

Mr. Heseitton. Am I to understand that you state there is: no op- 
position to the position you expressed ? 

Mr. Fetiows. No opposition at all within our board. It was a 
unanimous vote; yes, sir. 

(The following letter was later received from Mr. Fellows:) 

NATIONAL ASSOCIATION OF BROADCASTERS, 
Washington, D. C., January 22, 1958. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: Upon the conclusion of my appearance before your com- 
mittee on Friday, January 17, my attention was called to a fact which I had 
failed to remember at the time. 

Mr. Heselton (at pp. 526-527 of the transcript) questioned me about the vote 
of the television board of directors of the association concerning our opposition 
to pay television. I answered, “No opposition at all within our board. It was 
a unanimous vote.” 

In order to make the record absolutely clear, the television board of the 
NARTB, on June 19, 1957, unanimously reaflirmed the association’s opposition 
to pay television. In the initial action of the board on April 12, 1955, the 
minutes show that the vote of the board of directors was also unanimous. I had 
failed to remember, however, another action of the televison board of directors 
taken in this connection on June 23, 1955, wherein there was one dissenting 
vote. 
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I thought it desirable to inform you of this fact, because I did not want to 
leave any references in the record which might be misles iding. 
Sincerely, 


HAROLD FELLOWS. 


The Cuatrman. Would you yield for a question at that point? 

Mr. Heseiron. Yes. 

The Cuarrman, Is it not true that you had regional meetings in the 
last few months, at which the m: itter was discussed by the members 
of the organization ? 

Mr. Feitows. By members of the organization ? 

The Cuamman. Yes, and not just discussed by the board 4 

Mr, Fettows. Yes, we had no opposition discussions with regard to 
pay television particularly at this last regional conference, Mr. “Chair- 
man. We talked with them. We did not make it an open part of 
the agenda, to my recollection. 

We reported to them on the progress of affairs within this issue, 
It was exposed entirely to membership. 

The Cuamman. Were they not regional meetings ? 

Mr. Fetiows. That is right. 

The CrAamman. Did not the meetings adopt a resolution which the 
members present voted on in opposition to pay TV ? 

Mr. Fettows. Yes. Several of the regional conferences adopted a 
resolution in support of this very same thing. 

The CyHatrmMan. I thought some such action was taken at the re- 
gional level. 

Mr. Fetxows. That is correct. 

Mr. Hesston. There was another statement with reference to the 
membership of the NARTB. Will you tell us how many members 
there are of that board ? 

Mr. Fetiows. There are 15 members. 

Mr. Heserron. How many? 

Mr. Fettows. Fifteen, now fourteen; Iam sorry. 

Mr. Heserron. Fourteen ¢ 

Mr. Fetiows. Fourteen members. 

Mr. Hesetron. This was the statement in the printed brief: 

The television board of the NARTB consisting of three network vice 
presidents— 

Are there vice presidents of NBC, CBS, and ABC on that board? 

Mr. Fetiows. They are not all vice presidents. Each network ap- 
points one representative. On the entire board of 15, there are 3 
representing the networks, and the remaining 12 represent the stations 
throughout the country and are elected by the democratic process. 

Mr. Heserron. It goes on to say: “and 11 broadcasters”—you sug- 
gest that it is 12, I understand ? 
~ Mr. Fetiows. They have left me out as a member of the board. It is 
14 without me. 

Mr. Heserron. Fourteen ? 

Mr. Fretiows. Yes. 

Mr. Hesevron. And then it continues: “Who are network affiliates.” 

Ave those other members of the board, outside of the three appointed 
by the networks, representatives of network affiliates? 

Mr. Fetnows. I can think of one immediately who is not. 
Mr. Heseiron. What was that ? 
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Mr. Freiiows. I can think of one immediately who is not—Harold 
See, of San Francisco. 

ITamsorry. They are affiliated with ABC. 

Mr. Hrsevron. How many are network affiliates 

Mr. Fetuows. I would gather that all of them are, evidently. 

Mr. Hesevron. Then are they right in asserting that the board is 
made up of designated representatives of the net works and representa- 
tives of broadcasters who are network affiliates ? 

Mr. Frtiows. That is very evidently so, sir. They are elected, as I 
said before, by the democratic process, by all broadcasters who are 
members of the association deciding that that is who they want as their 
leaders. 

Mr. Hesetron. Does each member have one vote ? 

Mr. Fetiows. One vote for each member. 

Mr. Hersevron. So there are how many in the total membership? 

Mr. Frevtiows. 319. 

Mr. Hesevron. And did all 319 vote on the resolution ? 

Mr. Freiiows. If there is a resolution which requires a referendum, 
they do vote on it; yes, sir. 

Mr. Husenron. Did the y on the one you quoted to us ? 

Mr. Fetiows. No, sir; the y did not. 

Mr. Heseiron. And the result was 319 to nothing ? 

Mr. Freuiows. They did not vote on the refere ndum oh pay televi- 
sion; no, sir. The board of directors saw that through. 

Mr. Hesevron. So that it has not been submitted to the association 
at all? 

Mr. Freivows. It has not been submitted; that is right. We have 
not felt that it was necessary to do so, because there seems to be 
unanimity of opinion in all quarters, as we saw it. 

Mr. Hesevron. On page 4 of your formal statement, you said: 

As to programing and audiences of free television where thus siphoned away, 
television as an advertising medium would be degraded. 

What do you mean by that ¢ 

Mr. Feiitows. I mean the moment you begin to lose your top talent 
to pay television, then you begin to lose the attractions which bring 
advertisers to television as a medium. With the acceptance of listen- 
ing going down, you begin to get sort of a black eye so far as the adver- 
tising is concerned. 

Mr. Hesevron. I was interested in a point on page 7. You say 

Kvery survey and poll that I have seen shows that an overwhelming majority 
of the people oppose using the fee channels for toll purposes. 

Have there been many polls taken / 

Mr. Fetitows. Many, sir. Over the period of the last 3 or 4 years, 
there have been at least 10 or more, that I know of. We have several of 
them here. 

Mr. Heserton. Without going into detail, by whom were those polls 
conducted? I think it would be well for you to leave the details to 
the staff. 

Mr. Fe. Lows. By various people, by various newspapers, by TV 
Guide, by 2 or 3 television stations, all manner of Shogie 

Mr. FRaeer 108. Allagainst pay TV ? 

Mr. Fetrows. They certainly all turned out against pay TV. 

Mr. Heserron. Would you be w illing to leave that for our staff? 
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Mr. Frtiows. We will attempt, if you wish, sir, to get these polls 
and studies together and give them to the committee. 

Mr. Hesenron. Thank you. 

The Cuarrman. Mr. Hale. 

Mr. Hate. I notice on page 6 of your statement, in the paragraph 
that begins seven lines down, you say : 


The proponents of pay television would take the 45 million television sets that 
the American people have bought, and attach to them a coinbox. 

Is that a really fair statement ? 

Mr, Fexxiows. I think so. The coinbox, or some other gadget. 
Coinbox is used for whatever manner they establish. 

Mr. Hater. Do you think any advocate of pay television expects to 
attach a coinbox to every TV set in the country ? 

Mr. Fetxows. I do not know whether you considered that my say- 
ing that they would attempt to attach a coinbox to every television set 
is out of order or not, but I mean that is their aim, of course. Their 
goal is to have every set a pay-television set. There are 45 million 
sets, owned by 41 million people, 41 million families. 

Mr. Hate. Referring to these questionnaires, I do not doubt that if 
you ask a man whether “he would like to substitute for his present set a 
set for which he had to pay, he would indignantly say no, but that 
would not be quite a fair presentation of the case for pay TV. 

Mr. Fetiows. Well, he must pay something other than what he has 
paid for his set originally, if he wants to receive pay television, either 
under a lease or sale arrangement, such as has been discussed here 
today. 

Mr. Hate. Yes, but I can imagine a questionnaire framed in such 
a way that there could not possibly be but one answer. I would not 
think that that would be quite a fair type of questionnaire. 

Mr. Fetiows. I can imagine such ty pe, too, sir. 

Mr. Hate. I do not know how this was phrased in California, in the 

instance you speak of. 

Mr. Fetiows. I think Mr. Heselton asked about this study here. It 
is all documented, and I think we should give it to you so that you 
might see that it is perfectly in keeping with what we are saying; that 
and various other studies. 

Mr. Hate. That is all; thank you. 

The CuHatrman. I have just 1 or 2 questions, Mr. Fellows. As I 
understand from reading your statement, you do not accept this as 
a new type of broadcasting ? 

Mr. Fetiows. No, sir; we can accept it as utilization of facilities 
for programing purposes. 

The Cuatrman. Actually, it is a new method of financing. 

Mr. Fetxiows. A new method of bringing into the home; one that 
you can control. 

The CuarrMan. I mean it is a new method of the economies of it. 

Mr. Fetxiows. That is right, sir. 

The CuHarrman. And not the technicalities of the facilities 
themselves. 

Mr. Fetiows. That is right. 

The Cuarrman. I was interested in your recommendation, that is, 
that the committee adopt a resolution directed to the FCC advising 
the Commission to proceed no further along this path without specific 
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guidance from the Congress. Do you think the Commission would 
pay any attention to that? 

Mr. Fetiows. It seems to me, if I were a Commissioner and had 
such resolution passed in the Interstate and Foreign Commerce Com- 
mittee of the House, I would think about it pretty seriously. 

The Cuarrman. I am sure they think about it seriously, but do you 
have any feeling that it would change their opinion? 

Mr. Fetxows. I think it might, sir. I think it might. The FCC 
does not seem to be committed beyond the point of asking for appli- 
cations by March 1. It has stipulated over and over again that this 
is not a pledge that it will authorize even the test. That is a rather 
strange and sometimes fallacious matter which is discussed. But 
they have not yet said that they would authorize the test. They 
wanted to see what sort of applications were sent in for these things. 
I think this would be a stay, a further warning to them, that there 
should be no test authorized unless it was very well set up on the 
basis that you could assure yourself. 

The Cuarrman. In other words, they give the impression that they 
want to get their foot in the water just as far as they possibly can 
without getting it wet? 

Mr. Fetiows. You said that, Mr. Chairman; I did not. 

The Cuarman. Well, thank you very much for your presentation 
in behalf of your association. We are glad to receive your testimony. 

Mr. Fetiows. Thank you, Mr. Chairman and gentlemen. 

The CHarrman. The committee will adjourn until Tuesday of next 
week. 

(Thereupon, at 5:10 p. m., the committee recessed, to reconvene 
at 10 a. m., Tuesday, January 21, 1958.) 
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TUESDAY, JANUARY 21, 1958 


Houser or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The committee met at 10 a. m., in room 1334 House Office Building, 
pursuant to recess. Hon. Oren Harris (chairman) presiding. 

The CuarrMan. The committee will come to order. Today we re- 
sume hearings on the question of pay television. When we concluded 
the hearings ‘last week, we had one other witness that we did not reach. 
That was Mr. ‘ Sagall, of Teleglobe Pay TV System. We indicated 
that Mr. Sagall will he called this morning. We will get to him this 
morning. But first we have with us the Hon. Carl Albert, majority 
whip, House of Representatives, who is interested in this subject, and 
who has a statement that he desires to make to the committee. 

Mr. Albert, we are glad, as always, this morning to have you with 
us. We welcome you to this committee, and always, of course, seek 
your advice and counsel on highly important ms itters. 


STATEMENT OF HON. CARL ALBERT, REPRESENTATIVE IN CON- 
GRESS FROM THE STATE OF OKLAHOMA 


Mr. Atsert. Mr. Chairman, first of all, I want to thank you for per- 
mitting me to appear and for your introduction. I do not appear be- 
fore this committee very often because I feel this committee is so well 
informed that it does not need any outside help. 

The Cuarrman. You do not appear often enough, Mr. Albert. 

Mr. Avzert. I feel presumptuous in appearing here before a group 
which has studied this subject certainly more than I have. But this is 
a matter that touches the vast majority of the American people. It 
touches all of our constituents. It is a matter on which, strangely 
enough, I have had quite a bit of correspondence from constituents. 
So far as I have been able to detect, all of my constituents that have 
expressed themselves to me on this subject agree with me that it would 

ea very serious matter to undertake to allow this business of pay tele- 
vision. Most of the people that I represent are in the middle- and low- 
income groups, and that is true of a great number of congressional 
districts of this country, I think. 

These people budget their incomes, and they buy television sets and 
other things. I cannot imagine anything that would be less popular 
with my constituents than an order that would require them to permit 
someone to charge them for listening to their TV programs. They 
have already become accustomed to ‘the system of free television. 


< 


hs 20) 299 


2255 








300 SUBSCRIPTION TELEVISION 





Of course, TV started back before World War IT, but it really got 

underway after the war was over. It was clear from the beginnin 
that the investment in technical equipment, operation and production 
for TV stations would be very costly, far more costly than radio. 

From the outset there were those who believed that it would be 
necessary to make the viewer pay for the programs he received. The 
claimed that the American economy was not strong enough for T 
to be supported by advertising alone and that TV could never become 
a national service unless this was done. 

The proponents of free TV were later understandably gratified by 
the tremendous public investment of time and money in television, 
With the issue apparently settled more than 40 million American 
families bought receivers costing about $22 billion. Well over 90 per- 
cent of American families can receive free television programs and 
nearly three-fourths of them have a choice of four or more channels, 
All of this has made TV the first choice of the people for leisure- 
time activity with the average family spending more than 5 hours a 
day watching television. 

Notwithstanding this tremendous investment in free television, now 
come the dissatisfied proponents of pay TV claiming that they, at no 
small cost, will improve the quality of TV offerings. Admittedly 
some of the television programs leave something to be desired. It 
is unrealistic to expect a 100 percent return on any investment and 
television is no exception. Nor have we any assurance that pay TV 
would provide us with a full schedule of top-level programs. Cer- 
tainly, its cost, which I am told would range from $100 to $500 an- 
nually, would limit the viewing in the average American home where 
the income over and above living costs ranges from $500 to $1000. 
None of this smal] surplus, with the exception of maintenance, is now 
being spent to provide the family with a fully program of music, 
drama, sports, religion, news and public affairs. 

One of the arguments advanced in favor of pay television is the 
elimination of commercials. It is naive not to suppose that fast on 
the heels of pay TV would come proposals to “share the cost” by the 
intro7uction of advertising so that the price of viewing, for example, 
the World Series, could be dropped from $1 to 50 cents. 

I doubt that such a proposal would meet with much resistance either 
from the public or from the Federal Communications Commission. 
Certainly it seems evident that commercials have had no inhibiting 
effect. either on viewing, or on the sales of the advertised products. 

I believe that the promise of no commercials is illusory; advertis- 
ing is, after all, here to stay, is probably a good thing, and who can 
denv, despite the criticism of the Madison Avenue huckster, that ad- 
vertising is responsible to a large extent for the steady climb of our 
gross national product. Advertising creates demand for new prod- 
ucts and stimulates competition. Improved goods and services result 
in a better life for all of us. 

Pay TV would be a direct violation of the principles of democracy. 
I believe that the airwaves belong to the public and that they ought 
not to be used only for the benefit of a minority. I am fearful that 
placing a toll on its use will seriously limit its opportunities for en- 
joyment and enlightenment to a prosperous minority. I do believe 
that the public does not want to lose what it is now getting—and that 
is why I think the issue is important. 
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The industry’s traditions provide that telecasting service must serve 
the public interest, convenience, and necessity. I believe these man- 
dates are best carried out by free television. 

Mr. Chairman, I ask unanimous consent to revise my remarks. 

The Cuarrman. Thank you very much, Mr. Albert, for your state- 
ment and your views on this important subject. 

Mr. Aupert. I thank the committee. 

The Cuatrman. We appreciate your taking the time this morning 
from your heavy and busy eetidls to come before the committee in 
order to give us the benefit of your views and the splendid statement 
that you have just made to the committee. 

Mr. Apert. Thank you, Mr. Chairman. 

The CuarrMan. Does anyone have any questions of Mr. Albert ? 

If not, thank you very much, Mr. Albert. 

We also have at this time the Honorable Leslie C. Arends, the 
minority whip of the House of Representatives, who also expresses 
great interest in this program. Mr. Arends also is a very able Mem- 
ber of the House of Representatives, who has a very heavy schedule. 

We are glad to have you with us this morning, Mr. Arends. 


STATEMENT OF HON. LESLIE C. ARENDS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Arenps. Mr. Chairman, members of the Committee, I am in- 
deed pleased that your Committee has seen fit to conduct this public 
inquiry into the question of subscription television or what is more 
commonly known as pay television. And I very much appreciate your 
affording me this opportunity to present my views in behalf of the 
people I represent. 

Since this proposal was first initiated I have given it considerable 
thought and particularly as to how it would affect the rural areas of 
the country such as I represent. I have asked for this opportunity to 
present my views to your committee because I am deeply concerned 
about the degree to which this proposal would, if put into effect, deny 
people access to a medium of communication for information and en- 
tertainment. 

My district consists of seven counties. It is largely rural. Most of 
the people of the district get their television from a station located in 
Champaign, I1]—WCIA. It carries not only local programs but the 
programs of a number of networks. This station provides my constit- 
uents with the same type of programs that are received in all the big- 
gest cities where there are several stations in operation. 

Now, what happens in such areas as mine if pay television is put 
into effect, with only one principal station serving the area? It would 
mean that almost all the people who now enjoy free television would 
be blacked out. insofar as television is concerned, unless they pay their 
quarters and fifty cent pieces. In the big cities the situation would be 
somewhat different. They are served by more than one principal sta- 
tion, and doubtless during the best hours one station at least will have 
a free broadcast. 

It is thus understandable why rural people are against pay tele- 
vision. It will deny them the free national service that people in the 
cities now enjoy. A poll taken by the Minneapolis Tribune showed 
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that 70 percent of the city people were against pay television. If 
showed that 83 percent of the farm people were against it. . 
I do not argue that free television cannot be improved. It can be 
and, with time, it will be. But I do not think that putting pay tele. 
vision into effect represents an improvement. On the contrary, it is 
my view that it will mean the denial of television to only those who 
can afford to pay for the programs. It will mean taking away from 


such areas as I represent something to which the people of the area 
are entitled. 


The Cuarrman. Thank you, Mr. Arends. 

Mr. Arenps. Thank you, Mr. Chairman. 

The Caiman. We are also glad to have with us this morning our 
colleague, the Honorable E. P. Radwan, who is tremendously « con- 
cerned and interested in this subject, and who represents the district in 
Buffalo, N. Y. We are indeed glad to have Mr. Radwan with us, to 


express his interest and views in this most important subject this 
morning. 


STATEMENT OF HON. E. P. RADWAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Rapwan. Mr. Chairman, seldom in many years in Congress 
have I been presented with a greater opportunity for service to my 
constituents than to appear before this distinguished committee today 
to speak out against toll television. Gentlemen, in this era of guided 
missiles, potentiatwuclear annihilation and unbelievable international 
tension, it may seein idle to be debating a subject such as TV. I 
would agree that in Yelation to the problems of national security, it 
is trivial. But we in_Congress are working out and will work out 
those defense problems. Meanwhile, life im America, the envy of 
freedom-loving people all over the world, goes on, and the impaet 
upon our day-to-day lives of that important form of communication 
known as TV cannot be underestimated. 

Ever since this scrambled phony-vision promotion scheme reared 
its ugly head several years ago, I have seen in it a threat to the sur- 
vival of free television as we have come to know it. There are at least 
40 million television sets in the United States today representing an 
investment of over $14 billion. To many of the families who own 
them, they constitute the principal form of entertainment, and serve 
to weld families together as no other influence has for many years. 
Therefore, the fate of television is a matter of special and great public 
interest. 

Despite pious protests to the contrary, I have little doubt that fee 
television can only prosper at the expense of free television. Despite 
its shortcomings, sponsored television has already brought into the 
home, entertainment of unparalleled excellence: great box-office 
attractions, outstanding sports events, movies, current, and patriotie 
spectacles. It would be virtually impossible for pay television to 
improve upon the best of free television, so pay TV could not compete 
with the best now offered by free television. The result is obvious. 
Pay TV would have to take over the best in present TV, and the left- 
overs would wither because they could not stand by 
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It’s no answer that you would not have to watch these pay-programs 
if you did not want to. A station cannot televise two programs at 
once. Any station broadcasting a scrambled pay-TV program would 
necessarily have to eliminate its free program during that time period. 
Pay TV would black out the best of free TV. Worst of all, this 
scheme would soon divide television audiences along economic lines. 
There are always those who can afford to indulge themselves in a 
novelty such as pay TV if it is permitted to get started. But inevita- 
bly, those who cannot afford it would have to afford it or do without. 

I find it difficult to conceive of a single argument in favor of this 
scheme other than profit to the promoters. They argue that we 
would get better programs. But TV is not suffering from lack of 
money today, not when million-dollar contracts are being signed by 
advertisers for a single program. The trouble, if any, is a shortage of 
talent—authors, performers, producers—in an infant industry which 
is enjoying a tremendous growth. All it needs is time to grow. Per- 
mitting promoters to take in as much as $8 million for a single 30- 
minute program will not improve the program. If TV is suffering 
from an illness, then the cure offered by pay-TV profiteers is worse 
than the illness. 

Free-TV comedian Victor Borge tells the story of an uncle of his 
in Denmark who was a genius. The uncle invented a cure, for which 
there was no disease. Then, he adds, his aunt caught the cure—and 
died. Pay TV is a cure for which there is no disease. And free-TV 
¢ould catch the cure, and perish. 

I am not alone in these views. My constituents by their heavy mail 
on this subject have demonstrated that they are unalterably opposed 
to this experiment with traditional freedom in the communications 
field. Older folks, shut-ins, young couples who cannot often afford 
to get out, people in all walks of life, write me in words that are often 
heart-rending. The ones who least deserve to be hurt would be the 
ones most hurt by this scheme. As one representative example of 
scores of letters I have received, an elderly couple writes: 

You'll be doing a great favor to thousands of old folks, including my husband 
and myself, who are on social security. We people would never have been able 
to buy a TV set, so my son-in-law and daughter bought one for us. Now if we 
have to pay to see the programs, we'll just have to set our television away. And 
what other enjoyment do we oldsters have? 

The lure of pay TV has already had an enormous influence in moving 
two major league baseball franchises from the Kast to the west coast. 
It promises such huge returns that even the major networks seem 
helpless to stop it. It is clearly up to us in Congress to protect the 
public interest. A public accurately informed on this subject would 
be an aroused public, and an aroused public is a tremendous and 
irresistible force. Let us stand together, and nip this thing in the bud. 

The Cuarrman. Thank you for your appearance, Mr. Radwan. 

Mr. Rapwan. Thank you, Mr. Chairman. 

Tue Cuarrman. We are happy to welcome our colleague from Ken- 
tucky, the Honorable Carl D. Perkins, and will be glad to hear you at 
this time. 
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STATEMENT OF HON. CARL D. PERKINS, A REPRESENTATIVE Iy 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Perkins. Mr. Chairman, I appear before the committee today 
to vigorously oppose a proposal requiring people to pay for programs 
before they will be able to receive those programs on television. Most 
of the people that I represent are in the middle and lower income 
groups and all the people that I have heard from have expressed them- 
selves to me on this subject against pay television. 

I feel that the people would deeply resent any order that would 
require them to permit someone to charge them for listening to their 
television programs. Since television got under way following World 
War II and millions of people invested in television sets, they did it 
with the understanding that the programs would be free. As I under- 
stand, today more than 35 million American families have invested 
more than $20 billion in television sets. More than 90 percent of 
American families can receive free television programs and nearly 
three-fourth have a choice of 3 or more channels. 

Personally, I feel that pay television is a direct violation of the 
principles of our democratic form of government. The air waves 
belong to the people of this country and should not be used for the 
benefit of a minority. The public certainly do not want to lose the 
free programs they are now receiving and it would be most unfair to 
the 40 million families who have invested their money in television 
sets laboring under the impression that television programs would 
remain free. 

The Cuatrman. Thank you for your appearance and the informa- 
tion you have given the committee, Mr. Perkins. 

Mr. Perxtns. Thank you, Mr. Chairman. 

The Cuarrman. The next witness is our colleague from West Vir- 
ginia, the Honorable Robert C. Byrd. 


STATEMENT OF HON. ROBERT C. BYRD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Byrp. Mr. Chairman, I am grateful for the opportunity afford- 
ed me by your distinguished committee to address these remarks to 
the committee relative to the subject Pay Television Versus Free Tele- 
vision. 

At the outset I would state that if there is the possibility that free 
television as we know it today cannot survive alongside pay television, 
I would be unalterably opposed to the according of any legal status to 
or sanction for subscription or toll television. 

Protests in substantial numbers from my constituents are even less 
reserved. Without equivocating, the many constituents who have 
written to me or otherwise have communicated with me on the subject 
of pay television versus free television have expressed unanimous 
opposition to toll or subscription television. 

I am not opposed to the principles of the American free-enterprise 
system, and it may be argued that denial of privileges to pay television 
ventures would be tantamount to inhibiting operation of the free- 
enterprise system. 

On the other hand, it may be argued with equal force that a toll 
television system which might threaten the very existence of the free 
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TV that we have today would be enormously more dangerous to the 
body politic than any inhibition imposed upon free enterprise by a 
failure to license or a prohibition against pay television. 

The general conclusion expressed by an overwhelming number of 
the constituents of my district who have written to me on the subject 
is that pay television would be for the privileged few who can afford 
all of the costs that would be inherent in the installation and operation 
of toll TV. They fear it ultimately would deprive them of free tele- 
vision as they experience it and enjoy it today. 

I hold the argument to be cogent that the television is a vehicle of 
public enlightenment and enjoyment which should not be “fenced off 
for the priv vileged few.” 

Would pay “television bring about a condition which ultimately 
would limit the field of viewers and listeners to the relative few who 
could afford to pay for the enjoyment and privilege of subscription 
or toll television ? 

In answer to that question I am compelled by the logic inherent in 
these expressions by the executive of one of the large broadcasting 
systems to adopt his viewpoint, which is stated, in part, as follows: 

If only a small fraction of the 42 million families who now enjoy television 
free were to agree to pay for what they see, the huge funds thus available would 
enable proprietors of pay television systems to preempt the best talent and the 
best television programs for their own subscribers.. The rest of us (free tele- 
vision broadcasters) would gradually be forced to ride second-class. * * * 

If Congress and the Federal Communications Commission, reflecting the will 
of the American people, decide that pay television is in the public interest, and 
if pay television begins to supplant free television, we will simply be forced to 
offer pay television programs ourselves. And in such an eventuality we will, 
of course, have the advantage of established television facilities, trained and 
experienced talent, and our knowledge of programing and the techniques of 
broadcasting. 

Thus, it seems to me, free television would end. And, to paraphrase 
the language of the same gentleman, there probably would be lost 
to the American people in Ses years of crisis the great public service 
news and current events programs now provided free to the viewing 
public by the local television stations and the networks—including 
a day -by-day firsthand picture of what is going on all over the world 
as it affects our national interest. 

That, in itself, would be a tragic loss, especially to the many thous- 
ands of our elderly citizens who, in their twihght years, may have 
been able to procure standard television sets or might otherwise have 
available to them the opportunities to view free television—but who 
could not afford, and very likely would not have available to them, toll 
television reception facilities. 

It is a most unfortunate condition of the present era of high costs 
of living that many, many of our senior citizens are being pinched 
the hardest, and it would be an even greater tragedy if their cireum- 
stances should be compounded all the more by subjecting them to loss 
of the enjoyment and enlightenment now available to many of them 
through the medium of what we term free television. 

To be sure, it could be argued that free television is a misnomer in 
the sense that today’s television is, in fact, paid for by the general 
public which absorbs the costs of much television program production 
and dissemination in the prices paid for many goods and services ad- 
vertised by program sponsors. It might also be ar gued, in this con- 
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nection, that the free television we have today is possibly an item con- 
tributing to the high cost of living. 

It is my considered judgment, however, that advertiser-sponsored 
TV programs are received and enjoyed by all the people at a relatively 
small per capita cost—a cost spread over the total population repre- 
senting the consuming public. This is the American way—and it ig 
the spirit of the American tradition. 

Assuredly, some of us may be absorbing more than the per capita 
cost of free television in the interest of making it available to man 
of our less-able-to-pay senior citizens and others. But that, too, is 
the American way and, again, it is in the spirit of the American 
tradition. 

Indeed, I fear that pay television ultimately would eliminate free 
television and thus deny its benefits and pleasures to many of our 
citizens. That would not be the American way—nor would it be in the 
spirit of the American tradition. 

Pay television proponents seek to get their product and their system 
before the public on a broad trial or experimental basis, but I share the 
view of those who contend that such experiments would not provide 
cogent answers to the fundamental question involved in the pay- 
versus-free television issue. 

Such experiments might prove that toll television could be a profit- 
able commercial venture but is that the real question that needs to be 
answered ? 

In the experimental period the basic question of whether the best 
that television is offering is to continue to be available to every Ameri- 
can or will end up being of the relatively few who can afford to pay 
still will be unanswered. 

Indeed, it could very well be that experimental pay television would 
force a reduction of the quality of free television and hasten the date 
of the ultimate demise of free television by making it necessary that 
existing broadcasters of toll-free TV abandon the present-day system 
and compete with pay TV under the subscription system exclusively. 

There are some potentially serious economic aspects involved in the 
pay-versus-free television issue, too. 

It is apparent that this country is in a paradoxical era in which we 
have both high-cost-of-living and economic decline on a contemporary 
basis. 

Many families are hard pressed to maintain the standards of living 
to which they have become accustomed. By the same token, many of 
them are even more hard pressed to keep their family TV sets opera- 
tional without having to be subjected to added costs. 

A pertinent question, therefore, is to ask whether this is an appro- 
priate time to experiment with something not essential either to na- 
tional security or to a greater degree of stability in the domestic 
economy. Why flirt with something that very well could adversely 
affect today’s full production of st: andard television sets and parts, as 
well as their distribution, sales, and maintenance, while exploring in 4 
much narrower field as represented by the proposed experimental as- 
pects of pay television ? 

I must state in all candor, too, that I am not overwhelmingly im- 
pressed by the nature of subscription television proponents’ adv ertis- 


ing which makes quite a point of the claim that pay TV could elimi- 
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nate theater going, baby sitting, parking fees, et al. Is it pay tele- 
vision’s purpose to further disrupt the economy—to create more bank- 
ruptcies and more unemployment than have been and still are being 
experienced during the domestic economy disturbance which developed 
last year and still persist this year? What would subscription or toll 
television contribute to the domestic economy to compensate for its 
potential disruptive influences / 

For the several reasons which I have expressed, it would be a tragic 
and unwholesome development if pay television should be permitted 
to so disrupt the existing free television industry and system as to 
adversely affect the enlightenment and educational advancement, as 
well as the domestic economy in America for a broad segment of the 
citizenry, mainly in the interest of putting “the finest new motion pic- 
tures, hit Broadway plays and other attractions” on a living room 
screen for a price. 

I would not seek to leave the impression that either my constituents 
or I consider the existing system of free television to be at the apex of 
perfection in program production and dissemination. Yet, it has 
come a long way in a few short years. Perhaps the present issue of 
pay-versus-free television very well may prod those in the latter 
category into taking stronger and more prompt action to seek to make 
further free television program improvements. I hope such will be 
the case. 

As a concluding comment, I desire to state this observation and 
admonition : If protective legislation could and would be drafted and 
enacted which would assure perpetuation of free television with high 
quality sponsored and public service programs for all the people 
while also authorizing pay TV as a luxury item for those able and 
willing to subscribe to it—the Frankensteinian aspects of subscription 
or toll television might very well be obviated. Such an approach 
would be the only palliative for the existing controversy which might 
satisfy some of us who are now skeptical about the effects subserip- 
tion or tol] television could have upon free television. 

The Cyamrman. We appreciate your interest in this matter, Mr. 
Byrd, and thank you for your testimony. 

Mr. Byrp. Thank you, Mr. Chairman. 

The Carman. Our next witness is the Honorable Robert W. 
Hemphill, of South Carolina. 


STATEMENT OF HON. ROBERT W. HEMPHILL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Hempuiti. Mr. Chairman, and members of the committee, re- 
cently I received from one of South Carolina’s most distinguished 
citizens, not from my district, a remarkable letter, which I have asked 
you to include as a part of the record of your hearings. 

I salute the writer of this letter, as its contents reflect the kind of 
citizenship that is the best in America. He puts the good of the public 
above his private potential. He could make money out of pay tele- 
vision, but he does not thing it best for the American people. I join 
him in saying that the privilege of communication carries responsi- 
bility not to be lightly cast aside. 
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Television has taken its place in the molding of the lives and think. 
ing of the people of this Nation. It has almost become a part of our 
education, and its influence and power are immeasurable. The ad. 
vertisers know that even the children are quick to pick up jingl 
rhymes, or tunes from the advertisements and to insist that the parent 
buy certain foods or other products as part of the grocery list. The 
adult frequently channels his time, or his social activities, in such g 
way as to make sure he sees and hears certain programs. 

These things are important to the American people and should not 
be denied. To institute pay television at this time would cut off for 
many the fine educational programs Americans deserve to hear. If 


the television stations were not making money, it might be a different 
matter. 


I hope, Mr. Chairman, and members of the committee, that you will 
not favor any legislation originating pay television in America. 
(The letter referred to by Mr. Hemphill follows :) 


WCSC-TV CHANNEL 5, 
Charleston, S.C., January 21, 1958. 
Hon. Rosert W. HEMPHILL, 
House of Representatives, Washington, D.C. 


DEAR Mr. HEMPHILL: I want to take a few minutes of your time and talk to 
you about pay television, because in my considered opinion pay television 
and free television are mutually exclusive. In other words, if the FCC authorizes 
pay television, no matter what restrictions they may put on it, it is potentially 
so enormously profitable to a relatively small number of people that it will fasten 
itself rapidly on the American scheme of things. and because of its enormous 
ability to gather dollars will eventually outbid free television, and the best 
programs will all be on pay television. 

My plea is not as a broadcaster, because as a broadcaster I am perfectly able to 
take care of myself and go into pay television, if that becomes the thing to do, and 
it is our intention to doit. But my plea is on behalf of the public, which doesn’t 
realize what is happening to them. I can give you just some simple little arith- 
metic to show you how this thing will work out, and why it will soon destroy 
free television as we now know it. 

We sell an hour at the local rate class A, or prime time, for $220 about. A 
thousand people, mind you, just 1,000 people, paying just 25 cents each, would 
give us $250 for a feature, or an hour, or any time segment that you may think 
of. Now, we do not, under any stretch of imagination, take in as much as 
$50,000 a month from our regular advertising resources, excluding the network, 
and yet only 10,000 people paying us 25 cents a head would give us $52,500 a 
month, and, mind you, just 10,000 people at 25 cents a head. 

WCSC is reputed to have audience of 134,000 television homes, and yet we 
could make more money out of people paying us 25 cents a head, just 10,000 of 
them, than we are able in serving 134,000 people. Now, what would you do if 
you were in my fix? Would you struggle along with what you have, and take 
your economic risks, good or bad, or would you go for pay television, try to build 
up your 10,000 to to 15,000 people who would be regular customers, and say to 
the rest of them, “Go on Mister, peddle your apples somewhere else’? 

Currently we have about 40 people on our staff, and our overhead seems like 
the national debt when I have to sign the paychecks, and I have just gotten 
through doing that. We could operate our pay television station with 10 people, 
and for at least one-third of what it costs us to do it today, and I honestly think 
that we would make 5 or 6 times as much money as we are making now. 

Then you say, “Why aren’t you in favor of it?’ and it is very simple. The 
frequencies. on which: we operate belong to.the American people, and the benefits 
are theirs. I don’t think any group of people, myself include, have any right 
to exploit the American public, and that is what pay television is going to do, 
and the FCC is going to authorize it unless you and the other Members of Con- 
gress stop them. Now, that is testimony from an interested party who can 
make a lot of money, and I have always contended that the pocket nerve is the 
most sensitive one in the body, and in my instance I frankly don’t care, but I 
think it is a crime before the face of the world to have the people exploited, and 
that is exactly what you are about to permit to have happen. 
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I sincerely hope that Congress will stop this wicked thing before it destroys the 
great mass communication system, which has been built up in the last 10 years. 
Thank you very much. It is certainly nice to have seen you in Washington. 

Yours very truly, 
John 


JoHN M. RIvERs. 


The Carman. Thank you for your testimony, Mr. Hemphill. 
Mr. Hempnuity. Thank you, Mr. Chairman. 
The Crairman. The next witness is our colleague from Kansas, 


Hon. J. Floyd Breeding. 


STATEMENT OF HON. J. FLOYD BREEDING, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KANSAS 


Mr. Breepinc. Mr. Chairman, at the outset, I should like to express 
my appreciation to you and the other members of the House Commit- 
iee on Interstate and Foreign Commerce for your courtesy in allowing 
me to state, for the record of these hearings, my views with regard 
to subscription television. 

I have received to date, Mr. Chairman, almost 3,000 letters from 
my constituents on the subject of subscription television, or, as it is 
otherwise known, pay television, pay-as-you-see television, and toll 
television. All but two of these communications are in opposition to 
any form of pay-as-you-see television. 

Certainly, I must conclude that a wave of protest of such magnitude 
from my area, the Fifth District of the State of Kansas, reflects the 
thinking of a wide cross section of rural Kansans. I think an accu- 
rate summation of their thinking would be that they consider sub- 
scription television not to be in the interest of rural America. 

I understand that some 50 million American families have invested 
an approximate total of $16 billion in television receivers through 
which they are able to view, free, past the commercial price of the sei, 
programs ranging in interest value from pure entertainment, religious 
and cultural programs, to those which communicate the news and 
pertinent discussion topics of the day. 

I believe that these technological and programing advancements 
should continue to be made available, free, to any TV set owner that 
chooses to view them, not merely to the relatively small percentage 
of those who are in a financial position to receive the more costly sub- 
scription television programs. 

As a clear indication that the alleged benefits of pay TV would be 
restricted to the financially favored few, it is my understanding that 
on the basis of Columbia Broadcasting System computations the 
average family would be required to pay at the minimum $100 per 
year for merely 4 hours of televiewing a week. 

And, it has been pointed out, should subscription television be per- 
mitted to establish a foothold, and, should it thereby command the 
greatest percentage of the advertiser’s money, surely toll television 
will preempt or replace choice-time programs now presented free. 

I have noticed that the proponents of pay television, the motion- 
picture and radio producers, are opposed by the existing major radio 
and television networks. Asa casual observation, it occurs to me that 
since the motion-picture producers apparently have failed to success- 








310 SUBSCRIPTION TELEVISION 


fully compete with free television for America’s entertainment dollar, 
they are now preparing to make the television communications mp. 
dium pay by crippling its very basis: freedom of the air waves and 
and television networks. As a casual observation, it occurs to me that, 
where technicolor, cinerama, and high-fidelity sound tracks have failed 
the television screen will succeed. Personally, I do not. 

I contend that we should maintain our communications mediums jp 
as free a state as possible for the maximum dissemination of informa. 
tion and entertainment. 

Mr. Chairman, with your kind permission I should like to include 
in the record several letters I have received which oppose pay teleyi- 
sion. These letters represent a sampling of the hundreds of protest 
communications [ have received to date. 

The Cuamman. Without objection, they may be included. 

(The letters referred to follow :) 


STAFFORD SCHOOL District No. 22, 

Stafford, Kans., January 24, 1958. 
Hon. FLoyp BREEDING, 

State Representative of Kansas, House of Representatives, 
Washington, D. C. 

Dear HONORABLE BREEDING: I am writing to let you know that many of us in 
Kansas are opposed to the principle of pay TV and hope that legislation will 
be such as to continue our present arrangements of TV programs. We are cer- 
tainly for constructive improvements in the TV programs. Many people feel 
that the costs of TV are so considerable in establishing sets in their homes that 
they do not desire additional costs in pay programs. 

We appreciate all of the many things you have done for constructive legisla- 
tion and your close interests in representing the people of our great State of 
Kansas. 

Thank you in advance for your attention to such legislation that may come 
before the Congress of the United States. 

Sincerely, 
CLARENCE R. SPONG, 
Superintendent of Schools. 


STERLING, COLLEGE, 
Sterling, Kans., January 28, 1958. 
Representative FLoyp BREEDING, 


House Office Building, Washington, D. C. 


Dear Mr. BREEDING: I understand that the Congress is considering a bill which 
would make television available to the public on a paid basis. I would like to 
take this opportunity to write, as one of your constituents, opposing such a bill. 

Best wishes. 

Sincerely yours, 


WILLIAM M. McCreery. President. 


HUTCHINSON RECREATION COMMISSION, 
Hutchinson, Kans., January 23, 1958. 

Dear Str: The Pioneer Club, sponsored by the Hutchinson Recreation Com- 
mission, is a group of elderly citizens who join together twice weekly for social 
and recreational activities. This group is made up of people 60 years and older 
and has a membership of approximately 200. 

Many of these folks spend a great deal of time watching television and receive 
much enjoyment from watching. Some, certainly not all of. these folks, would 
be unable to pay to have the privilege of watching TV if the pay television plan 
should go into operation. 

Therefore, the following members of the Pioneer Club would like to go on 
record as protesting against pay television. It is their wish that you, as Con- 
gressman from the State of Kansas, will also oppose pay television. 


{Signatures omitted.] 
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RENO LopcGe No. 140, A. F. AND A. M., 
Hutchinson, Kans., January 22, 1958. 
Hon. J. Froyp BReepina, 
Representative of Kansas, 
Washington, D.C. 

HONORABLE SIR AND BrorHer: There is considerable propaganda being cir- 
culated with reference to charging a fee to owners of television sets, at so much 
amonth or possibly by the year for our own listening pleasure. 

As for me and many of our friends I have been asked to inform you that 
we are very much opposed to such an arrangement. 

We are hoping that you as a Representative of the people of the Fifth Con- 
gressional District of Kansas do everything in your power to oppose such 
amove. 

It seems that we are being taxed more heavily each year on various things 
which should be reduced or eliminated. 

You no doubt are well aware of the cost of television sets and now the move 
which they expect of us a charge or fee for our pleasure of using them. 

Very truly yours, 
ELMER E. ELLIs. 


LANGDON, KANS., January 23, 1958. 
Mr. Froyp BREEDING, 
Congressman from Kansas, Washington, D.C. 


Deak Mk BREEDING: We, the undersigned, wish to add our voices to the mil- 
lions you will hear protesting pay TV. 

It is our conviction that a handful of men should not hold a monopoly on 
this form of entertainment which directly affects almost every citizen of the 
United States. Furthermore, if this petition is granted, what proportion of 
the United States citizens can afford pay TV? A small percentage can; a larger 
percentage cannot but will; a very large percentage will be compelled to go 
without. 

What are the motives of these men in trying to force pay TV on the Ameri- 
can public? We can scarcely believe it is the noble desire to give unselfishly 
of their best. When the electronic age first ushered in the TV resulting in home 
entertainment, they scoffed at its poor potentialities, continued complacently to 
produce their movies, which allowed the present organization of TV shows to 
grow to its present satisfactory level. Now this small giant is fully awake and 
starting to scheme. But we do not agree that the Hollywood movie industry 
should be granted the right to choose, supervise, and have full control of the 
entertainment which comes to our living rooms. We doubt seriously that the 
end results would mean better, higher quality shows than we see now. 

The most persistent thought in the minds of those whose signatures you see 
below concern the future plans of the group of men now urging Congress to 
give them the go-ahead signal. Will those plans include the farmer? If pay 
TV means running wires into our homes, we know they will not. The cost of 
this installation will be prohibitive. Then, with one stroke of the legislative 
knife pay TV would deny the farmer the rights of public domain of which cer- 
tainly the air waves are a part. Benefits of good TV would be the exclusive 
privilege of city dwellers. We hope you agree that this is eminently unfair. 

What would be the effect on that large segment of the population, both rural 
and urban, who could no longer afford TV? We leave that to your imagination. 
That $120 to $300 paid out for TV shows makes the difference in what we can 
and cannot afford. It is not a pleasant situation to contemplate. 

Would the United States Government derive more tax income from this 
change? The list of taxation sources under TV’s present system fills long col- 
tmns, Can this be matched if those who will control TV keep their promise to 
the public and run shows minus advertising? The tax burden would only 
be switched from the large corporations who can afford taxes to those people 
who can't. Few of us protest in writing our ever-increasing taxes, realizing 
that we live in an age of stresses, strains, and threats to our national well- 
being. But we do protest the granting of monopolistic rights which deny us 
a brief respite from the worry of those stresses and strains, educates us, keeps 
us informed, and entertained. 


Big business which seethes behind every TV show represents our own sys- 
tem of free enterprise at its best. So long as there exists the rivalry between 
the various networks we can be assured of programs like CBS Du Pont’s 
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Show of the Month, NBC’s Matinee Theater, ABC’s Disney trail explora- 
tions, the churches and schools of the air, the cultural knowledge offered, and 
the thought-provoking plays that reveal the current problems of our people 
and our Nation. This rivalry is extremely important. To remove it and grant 
1 group of men the right to impose pay TV is like allocating all TV rights to 
1 network and 1 network only. 

We, the undersigned, want free TV continued. We do not want pay TY. 

Very truly yours, 
[Signatures omitted.] 

The Crarrman. Mr. Breeding, we appreciate your interest in this 
matter and thank you for the information you have given the 
committee. 

Mr. Breeprne. Thank you, Mr. Chairman. 

The CuarrMan. The next witness is our ¢ olleague from New Hamp- 
shire, the Honorable Perkins Bass. 


STATEMENT OF HON. PERKINS BASS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW HAMPSHIRE 


Mr. Bass. Mr. Chairman and members of the committee, as a Mem- 
ber of Congress and of the television-viewing public, I am glad to 
appear before this committee to speak in opposition to pay television. 

Pay television is incompatible with free television. Telecasting 
utilizes a portion of the spectrum that has traditionally and naturally 
belonged to the public. The promoters of toll television intend to en- 
croach upon this right and divert it for commercial and private gain, 
at the expense of the public to whom it rightfully belongs. 

Pay television involves use of the air waves originally dedicated to 
free television. By its nature, pay television would black out the same 
channels which are now used by free television, and would thus elimi- 
nate an enormous number of programs now available to the public. 
In addition, because of the financial gains for the producers and pro- 
moters of pay television, were it to go into effect, an ever-increasing 
number of free programs and, in all probability, the best of these pro- 
grams would be taken away from those who cannot afford to pay for 
such enjoyment. 

do not think Congress ever intended the Communications <Aet 
to authorize anything but free and unimpaired use of the regular 
channels of communication. At the time the act was adopted, toll 
television was not even contemplated. 

Nevertheless, the Federal Communications Commission has, by an 
order, indicated its determination to conduct tests of toll television 
over a period of 3 years. The promoters fully realize that, once these 
tests are begun, victory has been won. Pay television cannot. be in- 
stalled on a trial basis. It is unrealistic to believe that, once this chain 
reaction is put into motion, it can be halted or even slowed. The mere 
authorization of tests by the Commission will bring about a condition, 
well calculated by the promoters, to produce an irrevocable com- 
mitment. 

The theory behind pay television is basically undemocratic. It is 
exclusive; good programs will become expensive, and the programs 
which now exist free and available to all will virtually disappear. The 
present quality of free television would deteriorate rapidly. Pay 
television would divide the audience along economic lines. Tt will take 
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the best shows and talent from the majority and give it to the 
prosperous few. 

I have received numerous complaints from my constituents oppos- 
ing pay television. These protests are ample evidence of the un- 
pularity with which the idea of pay television has been received by 
the television-viewing public. All of those who understand the full 
impact of such a program urge the Federal Communications Commis- 
sion to halt its proposed program. It is in the public interest for this 
committee to promptly introduce legislation stating that the television 

spectrum shall remain free. 

The Cuarrman. Thank you, Mr. Bass. 

Mr. Bass. Thank you, Mr. Chairman. 

The Cuairman. The last of our colleagues present this morning is 
the gentleman from North Carolina, the Honorable Basil L. Whitener : 


STATEMENT OF HON. BASIL L. WHITENER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. Wuitener. Mr. Chairman and members of the committee, in 
connection with the hearings which you are currently conducting to 
determine the advisability of authorizing closed-circuit transmission 
of television. broadcasts, 1 would like to express my opposition to the 
proposal. 

It is my considered opinion that a departure from our present sys- 
tem of handling the television transmission of intelligence and en- 
tertainment is not in the public interest. The proposed pay-television 
method would place an undue financial burden upon the masses of the 
people of this Nation and would leave them with the alternative of 
either suffering deprivation of the pleasures and values of television 
or paying money for that service, which they cannot afford to do. 

I do not believe that it is consistent with the best interests of our 
economic, cultural, or social life to authorize a system which would 
have the effect which I visualize that pay television would have upon 
the life of the people of America. 

The Cuatrman. Thank you, Mr. Whitener. It is also a pleasure 
this morning to welcome to this committee the Honorable Robert W. 
Sarnoff, president of the National Broadcasting Co. 

Mr. Sarnoff, we extend to you a welcome. We are always glad to 
have e your comments. 

Mr. Sarnoff, the years of experience which you, yourself, and your 
father before you have had in the broadcasting industry, and in the 
great company which you head now, make you a very appropriate 
witness to have before us on this important question of pay TV. 

The committee has a number of bills pending on the subject. It is 
our thought, however, in view of what has occurred over the past 
several months, that it would be advisable to hold these hearings on 
the question of pay TV itself. It is the desire of the committee to get 
all views for its information during the course of these hearings. 

We have had the Commission up here as a panel, as you perhaps 
know, for 3 days. We have had those who promote the various types 
of mechanisms that go into this program. We have had Zenith Corp., 
Telemeter, Skiatron. We are havi ing the representative of the Tele- 
globe pay TV system come before us a little later. 
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It is our desire to get information from those in the broadcasting 
industry. Mr. Harold Fellows representing the Broadcasters Asso- 
ciation has already been here. You are representing a network, and 
others will be following. We are glad to have you as the representa- 
tive of that network, to give us your experience and suggestions this 
morning. 


STATEMENT OF ROBERT W. SARNOFF, PRESIDENT, NATIONAL 
BROADCASTING CO. 


Mr. Sarnorr. Thank you, Mr. Chairman. I appreciate this op- 
portunity to appear before you this morning. I have a brief state- 
ment which, with your permission I would like to read. The points 
I propose to make in this statement are closely interrelated. I think 
it would be helpful to the committee if I might proceed through the 
entire statement. Of course, if there are any questions as I go along, 
I will be more than happy to try to answer them. 

The CHarrMan. We will permit you to conclude your statement 
before any questions. 

Mr. Sarnorr. Thank you. This committee is concerned with the 
possible effects of pay television upon the public. I believe these 
effects can be accurately gaged by the answers to three closely related 
questions: 

First, will pay TV provide a distinctive new program service, or 
will it commandeer the prime attractions of free television and offer 
them to the public for a price? 

Second, if pay TV becomes established, can the public continue 
to receive the same value from free television ? 

Third, will the entrenchment of pay TV leave the public any 
effective program choice between free and pay television ? 

I will attempt to give precise and brief answers to these questions— 
answers based on the economic facts of television life which apply 
with equal validity to either a pay or a free system. 


PAY TV WILL NOT ADD TO EXISTING SERVICE 


The question of whether pay TV will provide programing other- 
wise unavailable should first be evaluated in terms of what is already 
available. 

In its first 10 years, television has created a program service of suf- 
ficient scope and appeal to induce our people to invest more than $15 
billion in over 47 million sets. They view these programs an average 
of 5 hours daily. Apart from work and sleep, this occupies more 
American time and attention than any other activity, and this year 
more than ever before. 

A service that can so preoccupy the public must logically range the 
whole spectrum of public interests. Television does so by drawing 
from every creative well-spring—from the theater, the movies, and 
music field, the sports arena. It also creates its own art forms and 
talents, which in turn serve to enrich those from whom it borrows. 

Television does this not altruistically, but as a matter of business 
necessity. Our economic success hinges solely on our ability to keep 
those millions watching. If they become jaded or disinterested, our 
business fails. 
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So when the pay-TV promoters say the money they seek from home 
box offices is for the purpose of offering a different and better service, 
[say what different program ? What better service? They must, of 
course, make this claim to win admittance to the haven of public in- 
terest. ‘To offer the same programs for pay that are now free would 
be transparently opposed to the public interest. + 

Yet, in making the claim, they ignore an economic contradiction. 
The economics of pay TV—like those of free television—compel it to 
develop the largest possible subscription audiences. Many of its sup- 

rters are candid enough to admit it. Witness, for example, this 
statement by Telemeter : 

It is obvious that it will be to the economic interest of all who participate in 
the development of pay-as-you-see TV to obtain the widest possible distribution 
at the lowest program cost to the subscriber. It is through the mass market 
that the maximum potential can be obtained. 

With the mass audience a practical business necessity for pay-TV, 
it must offer the most popular attractions suitable to television—attrac- 
tions such as national sports events, musical and variety shows, comedy 
programs and drama series. 

Similarly, pay TV must seek television stars of established national 

opularity, stars already tested in the crucible of competition for pub- 
Ke favor, stars who have proven their ability to win and hold a mass 
audience. If you seek the source of such stars and programs, I assure 
you it will be found primarily in the program schedules and the talent 
lists of the three national networks. 

The fact that pay TV must have these hit attractions and stars is 
only half the answer. The other half involves their ability to draw 
them from the one inevitable repository—free television. 

Here we concede them victory. With a box office in every subscrib- 
ing home, pay TV could easily outbid our advertiser-supported me- 
dium for the same programs and talent we have developed and which 
provide us our economic base. 

More specifically, the reason victory will be theirs in any tug of war 
for programs and talents is this: even though a pay program reached 
only a fraction of the audience the same program or star would at- 
tract on free television, it would produce far more revenue. A few 
months ago, nearly 60 million inl in 22 million homes watched Mary 
Martin in Annie Get Your Gun on NBC. One-tenth of those homes, 
at $1 each, would produce over $2 million in revenue from a single per- 
formance. 

Is there any doubt where talent and programs would gravitate under 
the pull of that type of financial magnet? As for the remaining 50 
million people in the 20 million families unable or unwilling to pay the 
dollar, their threatened disenfranchisement from programs once seen 
free is at the core of the issue this committee now dita 

The example of Annie Get Your Gun could be multiplied to include 
all the key attractions and leading stars of the present service. 

With a shift of the most popular attractions and performers from 
free to pay television, the public will be left with an uncomplicated 
alternative: to pay for programs once free or stop watching them. 
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FREE TELEVISION CANNOT COEXIST WITH PAY TV 


It is only a short stride from here to the second question: Can free 
television continue to furnish a productive service if pay TV is estab. 
lished ? 

Television is a delicately balanced economic mechanism. It exists 
by its ability to hold mass audiences which attract advertising revenues 
which in turn underwrite a whole range of programs that offer little 
or no financial return. 

If pay TV progressively siphoned off our key attractions, we would 
lose our only means of holding mass audiences. Advertising effective- 
ness would disintegrate, revenues would progressively shrink. The 
development of new programs, the continuance of those public-service 
programs that have made television such a vital force in American 
life would be financially untenable. 

These programs we describe as public service include comprehensive 
coverage of the news through a worldwide organization of 300 corre- 
spondents; political campaign, election, and convention cover age; in- 
formation ia ‘umentaries; education programs; support of worthy 
public causes and organizations; addresses by public officials; discus- 
sion of public issues in interview and panel programs on which so 
many Members of the House and Senate and officials of the executive 
branch so frequently appear. This is a more substantial operation 
than many people suspect. 

Every year, our program log shows that hundreds of officials of the 
Federal Government appear on NBC programs devoted wholly or in 
part to the examination of serious national issues. 

These are services of great importance to the public which pay TV 
would not offer because “they are not the revenue-producing services. 
May I ask you gentlemen, if it is not impertinent, how many of you 
have been approached by the pay supporters to sign up for their pro- 
grams? 

According to their publicity releases they are out recruiting new 
shows and new talent. Have you heard of anv Congressmen or Gov- 
ernment officials solicited for a pay-TV panel or informational pro- 
gram ? 

T haven’t, and I doubt that I will because the Nielsen and Trendex 
ratings of political leaders, diplomats, and generals seldom rival those 
of a Perry Como, a Wyatt Earp, or a Steve Allen. 

As free television is stripped of its revenue-producing attractions 
by the development of pay TV, it will not be able to sustain the public 
services that involve heavy unrecovered costs—almost $11 million for 
NBC alone last year. 

Possibly it could survive as a second-rate marginal service on the 
entertainment leftovers; more probably such an economic bloodletting 
would lead to total collapse of its program structure, public service 
as well as entertainment. 

In this evaluation, I do not suggest that pay TV would covet all— 
or even most—of our current programing. The effects I have described 
would follow if pay TV embraced only the principal stars and at- 
tractions. A complete program takeover would be unnecessary. Pro- 
grams are in a sense people—writers. producers. performers. By at- 
treecting such neople. pay TV would subvert the present service as 
effectively as if it took over entire programs, 
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So the second question has as precise an answer as the first. Pay 
TV can succeed only by cannibalizing free television. In doing so, 
it will not offer a replacement service of equal scope and it will pro- 
duce a basic change in the American broadcasting system which is 
founded on the prince iple of freedom to listen and. freedom to look. 
The public will lose in many ways: 

Pay TV would set up a new system, keyed to ability to pay. The 
stars and attractions of today w ould no longer be available to the total 
audience, but only to that fraction willing and able to pay. For the 
first time in television’s history, viewers would be divided along eco- 
nomic lines. 

Those public service programs I mentioned would be early casual- 
ties. They are of limited box-office appeal—unpalatable to the pay- 
TV operator whose business it is to fill as many home coinboxes as 
possible, as quickly as possible; unsupportable by a free service shorn 
of its economic supports. 

The loss of these high-cost, low-return services would be regrettable 
at any time and tragic in this critical era when an informed public is 
so vital to our security. 

The amount of programing available to the public would be reduced 
to a fraction of its present volume. The broadcast service now runs 
from early morning to late night, with hundreds of different programs 
each week. No pay-TV promotor proposes such a service. Even 
if it could be provided on a pay basis, how many could afford it? To 
use pay TV an amount equal to the present average set usage of 5 
hours daily would cost far more than the average American now 
spends for the movies, the theater, and sports attendance combined— 
even if the charge were only a nominal 25 cents hourly. 

A shift of key attractions from free to pay TV would also have a 
destructive impact in another area of national interest, not directly 
related to the viewing public. American business relies on mass-cir- 
culation television as a primary instrument for selling goods and serv- 
ices. The $1.5 billion spent in television last year was spent to create 
and maintain a mass market, resulting in lower cost to the consum- 
ing public. If the props supporting television’s mass circulation are 
carted away by pay TV, our economy will lose one of its great driv- 
ing forces. 


THE PUBLIC WOULD HAVE NO EFFECTIVE CHOICE 


The direct effects on the public, and the indirect impact on Ameri- 
can business and advertising, would not, ironically, be the result of 
any public choice. The pr bli ic would be left no effective opportunity 
to express a preference. 

To see an attraction pay TV had removed from the free service, 
the choice facing the viewer would not be between the two systems. 
The choice would be to pay or not to see. 

This is the principle on which pay TV was conceived : some people 
will pay to see television’s key attractions if that becomes the only 
way of seeing them. Even this minority which would pay r ather than 
forego certain popular programs could support a pay-TV system in 
bonanza fashion. It would require only a few shows to start the proc- 
ess, and then the pay virus would spread across the body of today’s 
service with the fatal progression of an incurable malignancy. 
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It is a play on words to say that the development of pay TV will 
depend on public choice. It is not free public choice—it is the denial 
of free public choice that alone can enable pay TV to advance once 
it has its beachhead. It is also a play on words to say that the public 
will not pay for what it now gets free. When a television attraction 
is taken over by pay TV, it is no longer free. 

The conclusions I have stated on the probable public consequences 
of a pay system seem inescapable to me. But we deal here with 
futures, and no man can write the story of tomorrow with total clair- 
voyance. The best one can do in such a situation—and this applies 
particularly where major issues of public policy are presented—is to 
analyze all of the factors, draw reasonable conclusions from them, and 
then weigh the risks to the public from the alternative courses of 
action available. In my opinion, the balance of public interest weighs 
heavily against the establishment of pay TV. 

As far as NBC itself is concerned, we neither seek nor wish to 
enter pay TV. But if it comes, and if it follows the step-by-step pro- 
gression I have outlined, we—like the public—will have no real choice. 
Our only choice will be to go in the pay-TV field or go out of business. 


PAY TV SHOULD NOT BE AUTHORIZED 


All the considerations I offer here have been presented by NBC, in 
relation to wireless pay TV, to the FCC and congressional committees 
in previous studies of the subject. While wired pay TV has not as 
yet been considered at the governmental level, we have, also within 
NBC, seriously and objectively sought to analyze the public effects of 
such a nonbroadcast operation. 

I spoke on this question recently in Pittsburgh. I then said: 

We recognize the technical and philosophical distinctions between the two 
types of operations— 
pay TV on a wired basis as distinguished from pay TV on broadcast 
frequencies. 

This wire system does not involve the use of television channels dedicated to 
free broadcasting, which removes one of the philosophical objections. Its opera- 
tion would not automatically black out a free program, and this removes one of 
the technical objections. 

But as far as the practical effects on the public are concerned, we see no differ- 
ence between the two systems. If either becomes established, the end result, I 
believe, would be the replacement of a broad-based free service by a narrower 
service with a price tag on it. 

As a witness before you, I have felt it important to call your atten- 
tion to these considerations relating to pay TV, whether on a wire- 
less or a wired basis. Legislative action on wired pay TV, however, 
raises a series of jurisdictional, legal, technical and regulatory ques- 
tions which only the Congress itself is in a position to study and 
determine. I will, therefore, confine my remaining remarks to wire- 
less pay TV. 

As I have mentioned, apart from the overall effects of pay TV, the 
wireless system involves a further factor which is direct and im- 
mediate in its impact on free broadcasting. 

Every time a pay-TV program is broadcast by a television station, 
it blocks out a es program on that station. In every community 
where a pay-TV program might broadcast, it would automatically 
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curb the free service available—with the reduction ranging from 25 
percent in 4-station communities to complete elimination in 1-station 
areas. 

Use of broadcast frequencies for this purpose would be misuse—the 
very opposite of the standard of “public interest, convenience, and 
necessity” which governs the administration of the spectrum. 

It would effectively subtract facilities from free television and 
would be wholly inconsistent with the governmental policy of seeking 
to make additional facilities available for television service to the 
whole public. 

The FCC has announced that it will entertain applications for 
broad public tests of wireless pay TV, but will defer action on these 
applications until March, presumably to provide an opportunity for 
congressional consideration of the subject. 

In my view, the proposed tests promise no meaningful resolution 
of the issue. The impact of pay TV will become apparent only as it 
establishes itself as a going business. 

Only then can it spread out to force a national subscription audience 
and obtain sufficient revenue to provide the type of programs it would 
normally offer. 

Tests provide an artificial, not a real, environment for assessing the 
effects of pay TV, for they can be conducted on a basis far removed 
from the realities of the operation once the tests conclude. 

The FCC recognizes this dilemma in its statement that— 
field demonstrations under highly circumscribed conditions and limitations 
would be unlikely to yield reliable indications of how subscription television 
would be likely to operate if later authorized on a more general scale. On the 
other hand, we do not believe that we could at this stage justify the authoriza- 
tion of subscription television on an unlimited or general scale, even for a pre- 
scribed trial period. 

The proposed tests would not resolve this dilemma. They simply 
skirt a decision on the basic issue. They offer the pay interests a 
golden opportunity to infiltrate, beyond recall, under the guise of ex- 
perimentation. 

Since authorization of pay TV would produce a profound change 
in the present broadcast system, with far-reaching effects on the 
American public, it raises a fundamental public policy issue which 
should be resolved by the Congress. 

I urge that this committee officially request the FCC to withhold 
action on the pending pay-TV tests until the Congress has resolved 
this public policy issue; that it report favorably on the proposed legis- 
lation which would prohibit the use of broadcast channels for pay TV; 
and that it take appropriate action to expedite enactment of this legis- 
lation by the Congress. 

Thank you, Mr. Chairman. 

The Cuatrman. Thank you, Mr. Sarnoff. That completes your 
statement, does it not ? 

Mr. Sarnorr. It does, sir. 

The Cnatrrman. We are very glad to have your statement on this 
important matter. 

Mr. Williams, have you any questions ? 

Mr. Wit1aMs. I believe not. 

The Cuarrman. Mr. Hale? 

Mr. Hate. I have no questions. 
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The Cuarrman. Mr. Roberts ? 

Mr. Roserts. I have just 1 or 2 questions, Mr. Chairman. 

Mr. Sarnoff, I take it that you are absolutely opposed to a field 
demonstration of the wired-T'V installation, pay T'V 4 

Mr. Sarnorr. Yes, sir. 

Mr. Roserts. I do not know if I understand exactly why you say 
that even on that basis it would not be productive or would be 
damaging as far as the public is concerned. 

Mr. Sarnorr. I do not believe that I said that the tests themselves 
would be damaging, Mr. Congressman. The point I am trying to 
make in this statement, what I have tried to do, is to draw a picture of 
what I believe — be the ultimate consequences of an established 
pay-TV system. I do not believe that limited tests can indicate, satis- 
factorily, the effects of a pay-TV system, because I think it sets up an 
artificial climate in which to test p: uy TV. 

Mr. Rozerrs. Why do you believe that a limited test would not be 
productive of good results? 

Mr. Sarnorr. I think there are several reasons. 

First, a limited test, obviously, would not permit pay TV to get 
the maximum revenues, which I believe they would get under an un- 
restricted operation, which, in turn, would result in the kind of con- 
sequences I have outlined here. Secondly, human nature being what 
it 1s, anybody conducting a test of pay TV for a limited period, such 
as 3 years, is obviously going to be on his best behavior. It would seem 
to me that many of these consequences having been pointed out, not 
by me only but by others, and not here for the first time, obv iously a 
conscientious effort to avert any indication of pay TV going in this 
direction would be made during a limited test period. 

Mr. Roserts. Would you oppose experimental pilot operations as 
distinguished from a trial field operation ? 

Mr. Sarnorr. I am not quite sure I get the distinction between the 
two, sir. 

Mr. Roserrs. Just one test, say, of one particular area, not involv- 
ing, perhaps, more than one city. 

Mr. Sarnorr. I think the smaller the test or the more limited the 
test, the less you will learn from a test, and I think about the best a 
pilot operation in a single market would show would be, perhaps, that 
the equipment works. But I do not think it would test out or prove 
the economic facts of a pay-TV system, and its consequences on free 
television. 

Mr. Roserts. I believe you stated that in your opinion to allow this 
pay TV to develop would simply result in a cannibalization of TV as 
we know it now. 

Mr. Sarnorr. That is correct. 

Mr. Roserts. But it is also true that it might develop some new 
re 

Mr. Sarnorr. That is possible. But I think there are really two 
points. I think pay television, in order to become established success- 
fully, would have to cannibalize free televi ision, would have to siphon 
off the major attractions, because the economics are such that they 
must go for the mass audience; the mass attractions, suitable for tele- 
vision, are at present on free television. 
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Looking to the future, if pay TV were established, and with the 
resources ‘that even limited cover age of the country would provide, I 
would guess that all or most new talent would gravitate to pay TV 
because of the revenue or the money available, leaving free television 
with the pickings, so to speak. So I think your consequences would be 
the same. 

Mr. Roserts. Of course, you are conscious of the fact that there are 
many smaller cities throughout the country that are not served today, 
that do not have local TV stations. 

Is it possible that pay television might go into those areas? 

Mr. Sarnorr. Conceivably. I am not sure of the exact figure, Con- 
gressman, but I believe that almost 95 percent of the entire ‘country is 
within r ange of a television signal, and on the coverage, at least 4 sig- 
nals are available to viewers. 

It is possible that there are a number of individual communities 
where perhaps right in that community they do not have a television 
station. But, again I think it is a question of if you believe the conse- 
quences to free televi ision, from the establishment of a pay system, as I 
have tried to outline here my beliefs, then I think you have to consider 
whether the establishment of pay television for the purpose of filling 
in a number of small, limited gaps or areas is worthwhile, if in the 
process you are going to lose what you have today, which is a great 
public service for free. 

Mr. Rosertrs. Can you think of any major events or attractions that 
are not now covered by television ? 

Mr. Sarnorr. Yes. Some of the championship fights are not avail- 
able to free television, although they have been available to closed- 
circuit theater television. Some of the ball games, it has been indi- 
cated, will not be available to free television, although they have been 
in the past. I am thinking of the Dodgers and Giants having moved 
to the coast, ostensibly to take advantage of pay television. I might 

make the point, sir, that some of these events have been in the past on 
free television. One of the reasons they are not on today is because 
of the box office. I think this is just indicative of what can happen in 
alarger way in the future. 

Mr. Roserts. That is all I have, Mr. Chairman. 

Mr. Sarnoff, thank you very much. 

The Cc HAIRMAN. Mr. Heselton ? 

Mr. Hesevton. I would like to carry Mr. Roberts’ questioning a bit 
further. On page 12 of your statement, I notice you have this sen- 
tence : 
The impact of pay TV will become apparent only as it establishes itself as a 
going business. 

Actually, how could pay TV or anything else establish itself as a 
going business if it cannot present what it has in mind to the public? 

Mr. Sarnorr. W ell, it must be established as a going business before 
its consequences to the economy or to free television are felt. This 
cannot be learned within the confines of a restricted test. The point 
Lam trying to make here is that I do not believe that tests, based upon 





restrictions, or limited tests, can indicate, conclusively, the effects of 


pay television. 


Mr. Hesevron. I understand that, Mr. Sarnoff. 
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My question is, How can it establish itself as a going business? Put 
yourself in the position of someone who thinks that pay television is 
worthwhile. You said in so many words the impact will become ap- 
parent only as it establishes itself as a going business. My question 
is: How can it establish itself? 

Mr. Sarnorr. I do not think it should establish itself. I believe 
if it is established, the consequences I have sought to outline here 
will come to pass. 

Mr. Hesexvton. Then is it fair to say that what you are arguing is 
that it should not be given an opportunity to establish itself ? 

Mr. Sarnorr. That is correct. 

Mr. Hesevron. And no matter what kind of a device or means of 
presenting itself to the public might be developed, you would be 
against it? 

Mr. Sarnorr. I would be against it, sir, for the reasons I have out- 
lined here, and because I also believe that unlike other types of activity 
or entertainment offered to the public, where a true choice is available, 
there is no true choice in the establishment of pay TV. 

Mr. Hesevron. I understand that. But what I am trying to work 
out is whether or not you want to leave it that under no conceivable set 
of circumstances should pay television be afforded an opportunity 
to present itself to the public for the public’s own determination 
as to whether it wants it or not. 

Mr. Sarnorr. I think I tried to make my position clear in my last 
three sentences, in which I urged that the Congress pass legislation to 
ban pay television. 

Mr. Hesexron. In other words, you do not want it given an oppor- 
tunity to establish itself. 

Mr. Sarnorr. That is correct. I do not think it should be given 
an opportunity to establish itself, because I believe that if it becomes 
established, it will destroy free television, and I think the public will 
have had no choice in that outcome. 

Mr. Hesevton. I noticed another sentence on page 8 which is not 
entirely clear to me. You said— 

The $1.3 billion spent in television last year was spent to create and maintain a 
mass market, resulting in lower cost to the consuming public. 

I was not aware that there was any lower cost of last year. Would 
you develop that a little more ? 

Mr. Sarnorr. Yes, sir. I believe we are in an economy that con- 
sumes its way to prosperity, and I think advertising has been one of 
the great driving forces that has brought that about, and which has 
been responsible for the increased, and a continuing increase, in our 
national product, even if you take out increase as a result of infla- 
tionary pressures. Advertising, particularly television, in the last 10 
years, has created and helped to maintain this mass market, which, 
in turn, has resulted in a lower cost per unit. It is true that prices 
have gone up over the past few years, but the point I am trying to 

make here is that prices would be considerably rade if it were not 
for the mass production of the various items available to the public. 

Mr. Heserron. Would you give us a concrete example of some- 
thing which has decreased because television advertising has been on 
the market, so to speak ? 

Mr. Sarnorr. Yes. Television sets. 
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Mr. Heseitron. How about Arrid? Has that been decreased ? 

Mr. Sarnorr. Arrid ? 

Mr. Hesevron. Yes. 

Mr. SarnorF. I am not too familiar with the cost involved, but I 
would imagine that most products of that kind are as low priced as they 
are because of a mass market which has been created by advertising. 

Mr. Heserton. How about the pills and drugs which are supposed 
to make you feel a lot better. Have they decreased in cost? 

Mr. Sarnorr. I think it is a general principle that everything that 
is bought in large quantity by the consumer, where the market has 
been created by advertising, it is obviously cheaper than it would be 
if it is a limited market. It is almost axiomatic that increased pro- 
duction reduces cost per unit. 

Mr. Hesevron. That is a nice theory. What I would like you to 
do is to document the statements you make, and give us a few examples 
of things which have lessened in cost in the last year because of the 
fact they have been advertised nationally over the television. 

Mr. Sarnorr. I did not make that statement, sir. 

Mr. Heserron. Well, I will make it. That is my interpretation of 
what you said. If I am incorrect, you correct me. 

Mr. Sarnorr. That is just what I have been trying to do, to tell 
ou what I had said. The point I am trying to make is not necessar- 
ily that the cost was less this year as against last year, because of ad- 
vertising, although that could be the case. I do not have any specific 
examples in front of me. I am sure that as a result of advertising, 
and an increased demand for a product, the cost is lower than it would 
have been if that demand had not been there. 

Mr. Heseiron. Would you tell us about the meaning of the words 
“must buy” as applied to the stations? 

Mr. Sarnorr. That is a group of basic stations which the advertiser 
buys, if he wishes to buy a time period on the network. The purpose 
of the must buy group of stations, what is called the basic list, 1s to 
maintain national circulation, which is what a network is selling. 

Mr. Heserron. In other words, the local stations have no control 
over what they have to take; is that right ? 

«Mr. Sarnorr. I do not quite follow the point, sir. When an adver- 
tiser buys the NBC network, he buys the basic list, which in our case, 
I believe is 59 stations. The determination of what station is a basic 
and which one is optional is based on certain criteria which the net- 
work establishes. The question of whether or not a station, which is 
one of the basic lists, carries a program offered by the network is de- 
termined by the station, not by the network. 

Mr. Heserron. If there is a contract of that nature which exists be- 
tween a network, and I am not referring to NBC now, between a net- 
work and a station, can a station come back to the network and say, 
“Look, we do not want to carry this particular thing. We will pay 
you X number of dollars in order to be able to handle this program 
our way.” 

Can it do that? 

Mr. Sarnorr. A station is free to reject an offering from a network. 

Mr. Heseton. In other words, they have to take the package or 
they cannot get it? 
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Mr. Sarnorr. No. The fact that a station is a basic station has no 
relationship on its right, or has no effect upon its right, to accept or 
reject a network offering of a program. 

Mr. Hesston. Let me ask you this, and then I believe my time 
will be nearly up: Do you know of your own knowledge of any station 
which has asked NBC in the last 4 or 5 years to permit it to carry a 
program and eliminate certain advertising which it considered unde- 
sirable or objectionable, or which for any other reason it did not 
want to use ? 

Mr. Sarnorr. I cannot call to mind a specific, but there have been 
cases where stations affiliated with NBC have decided not to carry a 
network program, or have objected to the commercial advertiser or 
to the commercial itself. 

Mr. Herseiron. Those would be matters of your own records; would 
they not? 

Mr. Sarnorr. Yes. 

Mr. Hesevron. Let me ask you this: Is there any reason in your 
judgment why this committee should not be informed of those in- 
stances and of the decision made, either through advice to our staff on 
a confidential basis or to ourselves ? 

Mr. Sarnorr. No. I would be happy to supply it for the record. I 
am not quite sure that I get completely clear the question or the infor- 
mation that you are asking. 

Mr. Heseiton. Iam sorry. What I want to know is what instances 
there are, concrete instances, where the network has offered a certain 
program, and a station affiliated with the network has said, “We do 
not want that exactly in that form, and we are even willing to pay a 
certain sum in order to eliminate that,” and then what the decision 
was in terms of that objection. I would like to have those concrete 
examples. I do not want to take the time of the hearing now for that. 

Mr. Sarnorr. I do not know that there are such, but we will cer- 
tainly search our records and give them to the committee. 

The Cuatrman. Mr. Dollinger? 

Mr. Do.uiincer. Mr. Sarnoff, let me first compliment you on the 
fine statement you made this morning. 

Mr. Sarnorr. Thank you. 

Mr. Douutncer. I agree with you when you say free TV cannot 
coexist with pay TV. I am confident once we have pay TV, we will 
have it forever. Mr. Heselton asked you before whether or not the 
programs have been responsible for the reduction in the price of 
drugs and other products. I think I will agree with him that none 
of the programs have been responsible in the reducing of the price. 
But let me ask you this: Will pay TV reduce the price of those 
commodities ? 

Mr. Sarnorr. Are you assuming now that there will be advertising 
on pay TV? 

Mr. Dotutncer. I am assuming pay TV at its best or at its worst. 
Look at it any way you want, and tell me whether you think it can, 
with or without advertising, reduce the price. 

Mr. Sarnorr. If there is no advertising, I do not see what the 
relationship is between pay TV and the cost of the products. 

Mr. Dotircer. That will have nothing to do with it. If there is 
advertising, will it reduce the price? 
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Mr. Sarnorr. I happen to be a strong believer in advertising, and 
I think advertising has created a demand for products, and I think 
the greater production of products has reduced the price of the 
products. ia vae 

Mr. Dotuineer. I am inclined to go along with you. But if we go 
along with pay TV, will that reduce the price of the products to the 
consumer in the items he wants to buy ? 

Mr. Sarnorr. I do not think so. 

Mr. Dotirncer. You did not give Mr. Heselton the answer to that, 
and I thought I would try to get it some other way. I am concerned 
now whether you people think, and I mean NBC, CBS, or any major 
network, whether you are satisfied that the public is getting what 
it wants to see on TV programs. 

Mr. Sarnorr. Congressman, we are never satisfied, and I mean that 
in all sincerity. We are always striving to improve the quality of 
the program and the variety of our programs. I happen to believe 
that the offerings this year are better than they were last year, and 
Ihave every expectation that they will be better in the coming season. 

Mr. Dortincer. Do you people decide what will be seen by the 
public, or does the advertising agency and the sponsor make that 
decision ¢ 

Mr. Sarnorr. I would say that the first group that controls the 
programing seen by the public is the public, obviously, because if 
they do not watch a program, that program cannot last very long. 

Mr. Doxiincer. That is only determined by the rating bureau; 
isn’t it? 

Isn’t there some question as to whether or not they are correct in 
their assumption that the public is seeing what it wants? 

Do not the TV stars themselves indicate very forcefully that they 
are not satisfied with the ratings they receive ? 

Mr. Sarnorr. They are dissatisfied when the ratings go against 
them, but when the ratings are for them, they are the first to talk 
about them. I think the ratings are indicative. I do not think it is 


necessarily a question of whether the rating is accurate to within one 


point or a half point. But over a period of time, the ratings, if used 
properly, will indicate whether a program is increasing in popularity 
or decreasing in popularity. How a program is selected and how 
the schedule is put together is a result of a combination of many 
factors, obviously. The public is one. What the market place will 
support is another. What the creative people are able to come up 
with is a third. There is not one single element or any small group 
of individuals. There are too many factors. 

Mr. Doturncer. Would NBC have the right, if it wanted to, to 
indicate to the sponsor and to the advertising agency that you do 
not think that kind of a program should be shown because the public 
will not buy it? 

I do not mean because it is immoral, but because you do not think 
it has entertainment value? 

Mr. Sarnorr. We do that, yes, sir. 

Mr. DotiinGer. You do that? 

Mr. Sarnorr. Yes, sir. I would like to make the point that it is 
important to do that, too, because only the network can be responsible 
for the effectiveness, the totality of its program schedule. Obviously, 
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weaklings in the schedule will destroy the effectiveness of the whole 
schedule. 

Mr. Doturncer. I wonder how much correct information you people 
get. The reason I ask that question is because as a result of these 
hearings, many people have spoken to me, and many Members of the 
House have, and with very few exceptions they have said that the 
“Best pleasure I get is tuning the programs out,” and they go back 
to the old westerns because they get some entertainment out of those, 

Mr. Sarnorr. Congressman, I would like to make this point: Our 
statistics and research, and not just ours but independent surveys, 
indicate that this year more people are watching television more hours 
than ever before. 

I have to and I like to assume that it is because they like what 
they are getting better than they have ever liked it before. Obviously 
there will be a number of individuals who do not like it. 

Mr. Douurncer. I would not agree with you on that premise. I 
think there are more people watching TV because they have the sets 
and the sets are an investment and they want to get their money’s 
worth. 

Mr. Sarnorr. If that were true, Congressman, then you would 
not have a growing second set population, which is what you are 
having now. You see, we talk about 47 million sets in 42 million 
homes. The difference represents 2 and 3 set ownership. 

Mr. Dotutnerr. If you will give the people the programs they 
want, there will not be any clamor on anybody’s part for pay TV. 

Apparently these people who are trying to get pay TV across must 
be satisfied by the information they have received that maybe the 
public will buy it, because the public is not satisfied with the programs 
they are now getting. 

[ think primarily the responsibility rests with the broadcasting 
people to make sure that the public gets the right kind of programs. 

Mr. Sarnorr. I agree with that. 

Mr. Doturncer. That isall Thave. Thank you. 

The CHarrman. Mr. Beamer. 

Mr. Beamer. I have only a brief question, Mr. Chairman. 

I gather, Mr. Sarnoff, from your statement, that your chief con- 
cern is something like the camel getting his nose into the tent. Do 
you feel that he might take over the entire field 2 

Mr. Sarnorr. That isa good example, yes, sir. 

Mr. Beamer. I would like to ask you this question: Proponents 
have suggested or indicated, at least, in their statement before this 
committee that they might be using only 4 hours per week. 

Can you conceive that such an event might come, that they would 
use only 4 hours of the time for pay TV ? 

Mr. Sarnorr. Are they referring to 4 hours during the test time 
or once it is established and becomes a system it would only be 4 
hours ? 

Mr. Beamer. I gather from the testimony it was when the system 
was finally established. I assumed during the test time it would be 
used that much or more. Do you think they could make a test on 4 
hours per week ? 

May I add to that question this point: Do you think they could 
satisfy the listening public, the viewing public with 4 hours of pro- 
graming ? 
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Mr. Sarnorr. I do not believe that the number of hours are neces- 
sarily a factor in the test period itself. Let me put it this way: The 
more hours they must fill, the more they will be required to take the 
existing attractions from free television. 

I just do not believe there will be enough talent which is not already 
on free television to provide a service of new programing and new at- 
tractions concurrent with what free television is offering. Obviously, 
the pressures will be to take everything possible to fill that vacuum 
of programing. 

{r. Beamer. In other words, they would be siphoning off the better 
talent. 

Mr. Sarnorr. Whatever is done in the test period, I do not think is 
the important issue, but I have no doubt what will happen once it is 
established as a going business, beyond the period of the test. 

Mr. Beamer. I raise the question only because I think you and some 
witnesses before you have touched upon this point. For example, 
some ball games and particularly some fights now are available only 
through closed circuits. 

Is this true because those organizations who sponsor these fights or 
ball games have probably paid more for the privilege or concession 
to broadcast them ¢ 

Mr. Sarnorr. I believe in the case of championship fights they have 
been available through closed circuit theater television, the reason 
they have not been available any longer to free television is because 
the promoters felt they could make more money through closed cir- 
cuit theater television. 

I cannot argue with that. After all, the promotor is out to make the 


most he can make. That is why he is preeeinp I cannot argue with 
1 


the Dodgers and Giants going to the west coast, if they feel they 
can make more money out of pay television; that is, if that is one of 
the reasons. 

The only point I would like to make is that where formerly the 
Dodgers and Giants were available to the public free, if pay tele- 
vision in whatever its form is established on the west coast, the 
Dodgers and Giants will no longer be available free. 

This is to me just indicative of a whole series of events that will hap- 
pen over the years. 

Mr. Beamer. Can you see in that eventuality that the concession 
might go to the highest bidder ? 

Mr. Sarnorr. It might. I do not know what the mechanics of oper- 
ating pay TV program services are going to be because they have not 
been very clearly spelled out. 

Mr. Beamer. My point is this: The public is going to pay in the end 
anyway. 

Mr. Sarnorr. Yes. 

Mr. Beamer. And it may be on the basis of the highest bidder. I 
can see where NBC will try to protect its interests if it is forced to go 
into it, with all of the other networks and other competitors. 

Eventually, it will cost your organization a great deal more and 
also your listeners, unless, in some manner, you miraculously increase 
the attention of the viewers where they will not accept it. 

Mr. Sarnorr. I do not think we will be able to compete with them 
when it comes to bidding because with only a fraction of the popula- 
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tion willing to pay, that will generate more money, I believe, than any 
private organization or any advertising supported service will be 
able to come up with. 

Mr. Bramer. I have one last question. I notice there have been 
numerous polls taken by various newspapers and also radio and tele. 
vision stations. Have any of your stations taken any such polls with 
which you are familiar / 

Mr. Sarnorr. Not to my knowledge. Let me make a quick check, 

There are no tests that we, ourselves, have participated in. 

Mr. Beamer. That is all. 

The Cuarrman. Mr. Rogers? 

Mr. Rocers. Do you subscribe to the theory, Mr. Sarnoff, that the 
spectrum belongs to the public generally ? 

Mr. Sarnorr. Yes; | believe that. 

Mr. Rogers. Who do the present broadcasters pay for the use of that 
property ¢ 

Mr. Sarnorr. I do not believe they pay anybody. 

Mr. Rocers. Then you do not have free TV, do you ? 

Mr. Sarnorr. Yes; I believe we do have free TV. 

Mr. Rogers. Then you are assuming that you have the right to use 
this public property without paying anyone for it, are you not? 

Mr. Sarnorr. You have free TV in the sense that the public is not 
paying to receive the program service it is now getting. 

Mr. Rocers. But you are using some property of the public with- 
out paying them for it, too, are you not ? 

Mr. Sarnorr. I suppose in a sense that would be right; yes. 

Mr. Rocers. Why should this be called free TV when your claim 
is, or the broadcasters’ claim is, that the public can receive it, but you 
never refer to the fact that you are using public property without 
paying anyone for it ? 

Mr. Sarnorr. If you want to put it this way, you can, that we are 
using it free and they are getting it free. That means to me that it 
is free. 

Mr. Rocers. Do you not think that someone ought to pay the public 
for that property ? 

Mr. Sarnorr. No. I think the public is getting more than its value 
right now in the service that it is getting for nothing. 

Mr. Rocers. You mean it is sort of a trade for a service ? 

Mr. Sarnorr. You might say that. 

Mr. Rocers. But after all is said and done, it is not free TV. In 
other words, the public is not getting something without some con- 
sideration in return to the people they are getting it from; is that 
right ? 

Mr. Sarnorr. Yes. They are getting a tremendous service for noth- 
ing. That, to me, isa good return. 

Mr. Rogers. For nothing? 

Mr. Sarnorr. Yes. 

Mr. Roaers. Are not the broadcasters getting a tremendous piece of 
property for nothing? 

Mr. Sarnorr. I would not say “for nothing.” The broadcasters 
have made a tremendous investment in order to make possible a service 
which the public is now receiving free and they continue to provide a 
service, a program service, of rather substantial proportions, a good 
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part of which comes right out of their pockets, where the costs are not 
recovered. 

I tried to indicate that in my statement today. I think that the 
public is getting—well, I would not call it a bargain, but it is getting 
a great deal free. 

Mr. Rogers. And, by the same token, so are the television people; 
are they not? 

Mr. Sarnorr. If you mean that they have access to the spectrum 
free, I suppose that is true in that sense; yes. I am not a lawyer, but 
I understand that is the way the Communications Act was set up and 
that is what broadcasting means, the use of the spectrum. 

Mr. Rocers. Everyone does not get to use the spectrum; do they ? 

Mr. Sarnorr. Well, there are different uses of the spectrum. 

Mr. Rogers. I know, but let us confine this to television. 

Mr. Sarnorr. The use of the spectrum is limited by physics. It 
depends on how many channels it is possible to use in any particular 
area without interfering with each other. 

Mr. Rocers. But some of those channels are “dark” right now; are 
they not ? 

Mr. Sarnorr. They are available to anybody that is willing to 
apply. 

Mr. Rocers. To anybody willing to apply ? 

Mr. Sarnorr. Yes. 

Mr. Rogers. Do you not mean they are available to anyone that the 
Federal Communications Commission is willing to give a permit to? 

Mr. Sarnorr. That is what I meant. 

Mr. Rogers. That is what you mean ? 

Mr. Sarnorr. That is correct. 

Mr. Rocers. But you do understand what I am talking about, that 
this is a property right that is owned by the public generally for which 
they receive no recompense whatever except to receive what the broad- 
casters want to put on the air. That is correct; is it not ? 

Mr. Sarnorr. Well, no, I would not agree with that, Congressman. 

Mr. Rocrrs. Where would you disagree ? 

Mr. Sarnorr. First, I would not agree with the last part of your 
statement, that they receive whatever it is that the broadcasters want 
to put on the air. I think there are more factors involved than just 
what the broadcasters themselves want to put on the air. 

Mr. Rogers. Do they not control what they put on the air? 

Mr. Sarnorr. Not entirely; no. 

Mr. Rogers. Who does? 

Mr. Sarnorr. Well, it is a combination of factors, as I tried to 
indicate before. It is a combination of what the broadcasters sense 
the public wants, how successful 

Mr. Rocers. They are the deciders; they are the judges of what the 
public wants; are they not? 

Mr. Sarnorr. I think, if I may say so, it is a little like a Congress- 
man who senses what his constituents feel about something. 

Mr. Rocers. Mr. Sarnoff, with all due regard to everything if one 
eeraiar product is willing to pay you $5 million more for a certain 

our or a certain hour and a half, would you not sort of conclude 


that the public would rather have his program than somebody else’s ? 
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Mr. Sarnorr. It does not necessarily follow, no. We do not sel} 
that way, incidentally. It might be a good way to do it but we do 
not sell that way. 

Mr. Rogers. I do not understand you. 

Mr. Sarnorr. I said we do not sell that way. 

Mr. Rocers. How do you sell # 

Mr. Sarnorr. It is not on the basis of somebody coming in and 
saying, “We will offer you a million dollars and you give us the 
time.” We have fixed, published rates for our time. 

Mr. Rogers. Who fixes the rates? 

Mr. Sarnorr. We set the rates for a national network. The sta- 
tions set their own rates. 

Mr. Rocrrs. I have a lot of questions, but I want to hurry on this one 
thing. The truth about this is that this boils down, Mr. Sarnoff, to 
actually one proposition, as contained on page 4 of your statement 
where you concede victory and you say: 



























































With a box office in every subscriber’s home, pay TV could easily outbid our ad- 
vertiser-supported medium for the same programs and talent we have developed 
and which provide us our economic base. 











That is really the real question at issue in these hearings, is it not! 

Mr. Sarnorr. I would not say that that is the issue. I think the 
issue is stated a little farther down the page. 

Mr. Rogers. Let me say this: I want to compliment you on this 
statement. I think you made a wonderful statement, except I think 
you based it on a false premise. I think you have done this, Mr. 
Sarnoff: 

You have assumed in this statement, as so many people have, that 
there is not going to be any regulation of the kind that can be used if 
pay TV is allowed or of the prices that can be charged. 

Mr. Sarnorr. Are you talking now about wireless or all pay TV? 

Mr. Rocers. No. Lam talking : about all pay TV. 

Mr. Sarnorr. I think you have different issues. I think the two sys- 
tems present different kinds of issues. 

Mr. Rocers. Well, let us leave the wire out, because actually, you 
can go into wire TV right today inside the boundary of the States, 
and the Federal Communications Commission has no control whatever 
on you, do they ? 

Mr. Sarnorr. That is right. 

Mr. Rogers. Let us stay in interstate commerce. 

Mr. Sarnorr. That is why I made the point that only the Congress 
‘an resolve that one, and it does raise a number of questions. 

Mr. Rogers. We will come to that later, but we have our hands full 
now. 

The situation is simply this, is it not, that if your statement is true, 
you have to assume the premise that there will not be a regulatory 
agency to say that if pay TV is allowed it can be for two hours a day, at 
a certain time and it tan only be employed by one station each day 
during a week and that the charges for that service can only be so 
much, regardless of what the services might be. 

Do I understand you that if such regulations were placed on pay TV 
that you would still be of the same opinion, that it would not be feasible 
and that the American public should not be allowed to have it? 
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Mr. Sarnorr. Well, Congressman, I do not know what the regula- 
tions are that would be imposed. As of now, I have seen no regulations 
of that nature. I think in order to know what the regulations ought 
to be, it would be necessary to have some experience with it, but 

Mr. Rocers. That is the question of the chicken and the egg, is it 
not? You have to find out someway what regulations to make. 

Mr. SarnorFr. May I say that I do not think my premise is wrong 
because I have covered the viewpoint you are speaking of. I do not 
think it matters whether the rates are set or the hours restricted. I 
did not say they would take everything. 

All they need is sufficient money to attract or to siphon off a few 
of the major attractions which would be sufficient to weaken the base 
of present free service so that the public would not longer receive 
for free what it now gets for free. 

Mr. Rocers. My time is up, I think, Mr. Chairman. 

Mr. Sarnoff, thank you very kindly. 

The Cuatrman. Mr. Bush? 

Mr. Busu. Mr. Sarnoff, do you sincerely believe that we have free 
television to the viewers today / 

Mr. Sarnorr. Yes, I do. 

Mr. Busu. Who is paying for it? 

Mr. Sarnorr. The advertiser is paying for it. 

Mr. Busu. Is that passed on indirectly, but yet the viewers are pay- 
ing for it? 

Mr. Sarnorr. Let me say this: Advertising is a cost of doing busi- 
ness. 

Mr. Busu. That is right. 

Mr. Sarnorr. And I suppose in a sense everything we buy has an 
element of advertising cost in it. 

Mr. Busu. Right there, is it not true that that cost is passed on to 
the consuming or purchasing public? 

Mr. Sarnorr. Well, I think it is a cost like the cost of the material 
in the product. But the point that I think is overlooked, or some peo- 
ple will not wish to acknowledge it or accept it, is that the end cost 
of that product is far less because of the mass market, or the mass 
demand, created for that product by advertising than it would be if 
there were no mass market. 

Let me just cite one example: I mentioned television sets. When 
television first started, they cost $600 to $1,000. Today you can get a 
magnificient 21-inch set—I am not trying to sell one here—for $150. 
This, to me, is the result of mass production, a tremendous demand 
that was created in large part by a combination of advertising and the 
program service that is provided. 

Mr. Busi. Basically, you object to a pay plan of TV? 

Mr. Sarnorr. Yes. I object to it. 

Mr. Busu. But there must be a reason that you are objecting, can 
you tell us just exactly what the reason is? There must be a fear built 
up in you that pay television can get programs that they will give to 
the people which perhaps will be better than what you are producing 
today. 

Mr. Sarnorr. No, Congressman, I have no fear whatsoever from 
competition from different and better programs. We will take our 
chances on that any time. I do not believe that if pay television is 
established, that free television can coexist with it. 
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The reason I do not believe it can is because I think that the only 
way that pay television can become established and be successful is if 
it siphons off or commandeers the high, proven attractions that have 
been developed and which are suitable for television. 

I think that if this happens, it will happen without the public it- 
self having an opportunity to make a choice between the two types 
of broadcasting or between the two systems, free and pay. 

Their choice, as I have indicated here, would only be either to pay 
and see it or not to pay and not to see it. That is why I am opposed 
to it. 

Mr. Busu. If the newspaper people and the theater people had 
been opposed to radio and vigorously opposed, do you think we would 
have ever had radio dev eloped ¢ 

Mr. Sarnorr. I do not think the situation is comparable. In the 
case of radio, the public has had a choice. They had a choice between 
television and radio. It is obvious what has happened. A lot of them 
chose television. The audience for radio today has changed consid- 
erably and is not in the same quantity as it used to be, in the same 
magnitude. 

What I am talking about here is two systems in which there is no 
choice. That is quite different. 

Mr. Busu. Do you not feel, or can you not make yourself feel, 
that if the viewing public has the desire, or wants to get programs 
that they are not ‘able to get today and if they are willing to pay, 
that they havea right to have them? 

Mr. SARNOFF. Yi es, Congressman, but what are those programs? 

Mr. Busu. We do not know until it is tried. 

Mr. Sarnorr. Nobody knows because nobody has indicated what 
they are. 

Mr. Busn. But if somebody is willing to take the chance to try 
to promote it, _— we be for it? 

Mr. Sarnorr. I do not think that in an effort to find out what 
somebody thinks he might be able to deliver, we should jeopardize 
the whole structure of free broade: asting. 

Mr. Busu. That is all. 

Thank you, Mr. Sarnoff. 

The Cuarrman. Mr. Flynt ? 

Mr. Fiynv. Mr. Sarnoff, you have referred many times in your 
statement and in response to ‘the i inquiries | from members of the com- 
mittee to the expression of “free television. 

Mr. Sarnorr. Yes, sir. 

Mr. Fryntr. Would you be willing to concede that instead of being 
free television, that it is television that is financed by hidden costs? 

Mr. Sarnorr. No. I think it is free television. I am not quite sure 
I follow you. Are you referring again, to the advertising ? 

Mr. Friynr. I am referring to the hidden costs as follows: (1) 
Partly in the cost of advertising, which is passed on to the con- 
sumer ; (2) partly in the cost of the television set itself; (3) and partly, 
even though the amount is minute, it is nevertheless a fact in 
determining whether there are or are not hidden costs, the costs of 
the electricity required to run the television. 

There may be others, but those three occur to me as being what 
we may call hidden costs. 
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Mr. Sarnorr. I think it is almost axiomatic that there is prac- 

tically nothing that does not cost something. But it is relative. I 

would say that under the circumstances, free broadcasting is as free 

as anything can be. When you buy an automobile, you still have to 
ay for the gas to keep it moving. Obviously, you are going to pay 
or electricity to keep your television set operating. 

Mr. Fiynvr. Then do you conceive that it is financed by hidden costs ? 

Mr. Sarnorr. That isa free choice, don’t forget. 

Mr. Fiynt. Do you want the people to have the free choice ¢ 

Mr. Sarnorr. What did you say, sir? 

Mr. Fiynr. You do want the people to have the free choice that you 
just referred to? 

Mr. Sarnorr. Free choice of what ? 

Mr. Fiyntr. You used the expression. What did you mean? I 
thought I understood it. You said “free choice”; what did you mean 
by it ? 

Mr. Sarnorr. I meant they have the free choice of buying a televi- 
sion set or not buying it, knowing full well that, when they buy it, it 
will cost them something to operate it, but evidently when they buy 
it they realize that in exchange for that they are getting a great service 
that is available to them. 

Mr. Fiynt. That is what I had in mind. Since that involves what 
we call a choice and giving the public free choice, what, then, would 
be your objection to giving them the additional free choice of either 
paying for a program that they want or having to take what you or 
the other networks or all the stations give them ? 

Mr. Sarnorr. I think when a member of the public has purchased a 
television set, in the expectation of receiving a broad service of pro- 
graming on what I call a free basis, he should not be confronted with 
a situation where the program which he has been watching for free 
makes him suddenly have to pay in order to see it. That, I do not 
think is a choice. 

Mr. Fiynr. Do you consider that a man’s time is worth anything? 

Mr. Sarnorr. It depends on the man. 

Mr. Frynv. Well, yourself; do you consider your time is worth 
anything ? 

Mr. Sarnorr. Yes, sir. 

Mr. Fiynr. Would you confer upon Mr. X that same right; that 
his time is worth something ? 

Mr. Sarnorr. Yes, sir. 

Mr. Fiynt. And you could, if you wanted to, carry it down to a 
question of dollars and cents per hour or per minute. Then, if a man 
so desires in our American system of free enterprise and if he is willing 
to pay for something that he wants directly instead of being forced to 
pay for it indirectly, would that not give him a little more freedom of 
choice ? 

Mr. Sarnorr. I do not think they are comparable. I do not think 
the kind of indirect payments you are referring to in the case of free 
television are comparable to the direct payments of pay television. A 
man buys a television set. He knows what it costs him. It is a low- 
cost item that over a period of years has, actually, more than paid for 

itself. He knows that by just turning on the knob he is getting a whole 
range of services, which he does not know in the case of pay television. 
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My point is that I think a good number of the things that he is now 
getting, or is likely to get for free, he will have to pay for in order to 
get. You may not accept my conclusion, but I firmly believe that the 
only way pay television can become established is on the basis of the 
high-attractions programs now on free television or their equivalent, 

Mr. Fiynt. Is it not true that the only difference between so-called 
free television and subscription television would be the question of 
who gets the money in the long run ? 

Mr. Sarnorr. No; it isnot the only difference. 

Mr. Fiynt. Explain to me why that is not correct. 

Mr. Sarnorr. The fundamental difference is that in the one case the 
public will have to pay for the programs and in the other case they 
get them for nothing. 

Mr. Frynt. Will they have to? Will they not have a choice of 
whether they do it or not ? 

Mr. Sarnorr. No; they will not. If they want to see a program 
that they are now getting for nothing, if it is on pay television, they 
will have to pay to see it. That is not a choice. If they had a choice 
of seeing the same program for nothing or paying to see that program, 
that is something else. 

Mr. Fiynr. Do you not only think, but know, that, if that even- 
tuality should come to pass, Congress would immediately step in and 
see that such a condition no longer existed ? 

Mr. Sarnorr. Well, I don’t know, Congressman. I would assume 
that they would. In fact, I am sure that they would. I am not sure 
that they would be able to do anything about it once it had become 
established. 

Mr. Fiynt. You do not know that the same authority that could 
write it into law could write it out ? 

Mr. Sarnorr. It is one thing to write something into law, and it is 
another thing to try to write out the effects of something that has 
been written in. 

Mr. Friynt. I will put it this way, then, so it will not be different, 
that the authority that writes something into law has the authority to 
writ it out. 

Mr. Sarnorr. The authority that writes in conditions that would 
establish something like this can write those conditions out. You can- 
not necessarily write out the consequences. For example, if, as a re- 
sult of pay television being established, a number of the services that 
free television now provides the viewer for nothing were to be de- 
stroyed or eliminated—and, as I indicated here, I believe they would 
be—I do not see how the Congress, if it legislates pay TV out, or 
legislates in new restrictions, can legislate or restore things that have 
died and gone away. 

Mr. Fiynt. Of course, they could do it if they so desired. 

Mr. Sarnorr. Well, obviously, the Congress can make legislation as 
it sees fit. The point I was making was that I am not sure that legis- 
lation could return a status quo. Things may have been destroyed 
and it may be too late to restore them. That is the point I am referring 
to. 

Mr. Ftynt. Among which might be the National Broadcasting Co.? 

Mr. Sarnorr. It might be. 

Mr. Fiynt. Thank you. 

Mr. Sarnorr. That is, as a free service. 
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The Cuarrman. Mr. Younger. 

Mr. Youncer. Mr. Sarnoff, I enjoyed your comments, as I always 
have in the past. Very frankly, I do have grave difficulty in followin 
your arguments, which seem to be the general arguments presente 

inst any competitive force. You know the arguments put up by 
the newspapers against radio. The newspapers were going to be 
ruined. I think they have experienced greater growth since radio 
and television came in than they ever had before. The same argu- 
ments were used against TV by radio. The railroads used the same 
arguments against the airlines. 

remember your fight here before the committee to establish color 
television, which was held off the market. I supported that, and 
strongly, because I felt that color television ought to be made on a 
compatible basis. Yet in your statement you say of pay TV: 

For the first time in television history, viewers would be divided along eco- 
nomic lines. 

Color television has divided the viewers along economic lines, be- 
cause very few people have the wherewithal to buy the color set. 
Despite that, I think it is a good thing, and an invention that ought to 
come. I wasstrongly in favor of it. 

Ihave difficulty in following your arguments against testing a new 
invention, or subscription television. Actually, do you think that 
there will be a sufficient number of people who will pay to put a de- 
coder on their set to make pay television, or subscription television, 
economically sound ? 

Mr. Sarnorr. I do not know the answer to that one, Congressman. 
I do not know, either, whether the public is going to be asked to pay 
for it, or whether the proponents of pay TV, who asked that they be 
allowed to risk their money, are the ones who are going to pay for it. 
It is not clear to me who are the ones to pay for the so-called gadgets. 

Mr. Youncer. All we can judge on is the testimony before the com- 
mittee so far. 

In all the cases, I believe, the proponent has said that the sub- 
scriber is going to pay for the installation of the decoder, either on a 
rental basis, or $1 or $2 a month, or in an outright purchase. 

Mr. Sarnorr. Well, that may be. I have looked at some of the 
testimony. I am not sure that that point is entirely clear. However, 
the point that I made here in my statement, which I believe to be valid, 
is that there are people who will pay, if it is the only way they can 
get the program. That is a lot different than a competitive situation. 

We have no objection to competition. I do not know any business 
that is more competitive than broadcasting. We are battling all the 
time for audiences, new talents and programs. That is fine. I have 
no objection to that. But what I am talking about is a service that 
is not competitive, which can only become established by devouring 
the substance of the very thing that is now operating, which is free 
television. That is not competition. 

Mr. Youncer. Granted your argument, Mr. Sarnoff, you start on 
the premise that they are going to siphon off your programs, and that 
the viewer will have to pay for a program that is now free. If that 
assumption is true, do you think that enough people are going to pay 
for a decoder to put on their set to accomplish that? Or, rather, isn’t 
that a kind of an insult on the intelligence of the American people? 
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Mr. Sarnorr. Well, I think it would be, but I think that could easily 
happen. I think if the only way you can get Ed Sullivan, Perry Como, 
or Steve Allen—some of the big names—if the only way you can get 
them is through pay television, I think enough people will be willin 
to see them that they will pay for it, and it only takes a small fraction 
of the viewing public. 

Mr. Younger. You are talking about the end result. I am talking 
about going to a man and saying to him, “If you put a decoder on, you 
will not get any program that you are not getting now free.” 

Is he going to fall for that kind of an argument ? 

Mr. Sarnorr. The proponents, when they are out selling will not 
claim that they are going to be offering the same programs. If they 
did, what you say would obviously be the result. Nobody would buy it. 

Mr. Youncer. But you make that claim ? 

Mr. Sarnorr. Because I believe that is what will happen. If you 
are asking me whether I think they are going to be successful, I am not 
going to venture a guess on that. That is something else. 

Mr. Youncer. What percentage of the sets would have to have 
decoders on them to accomplish the dire results which you prognosti- 
cate ¢ 

Mr. Sarnorr. I do not know the answer to that one, Congressman. 
I tried to use the example here that if only 10 percent of the homes, 
for example, viewing 1 program would be willing to pay $1, there is $2 
million. That is not bad. That is enough to buy a lot of things with. 

Mr. Younger. I have only one other question, referring to your own 
statement about siphoning off programs, which is going to be a dire 
result and you will have to go out of business. 

When Columbia siphoned off Jack Benny and some of your top 
programs, did you go out of business, or did you develop new 
programs ? 

Mr. Sarnorr. We developed new programs. We suffered 

Mr. Youncer. On a competitive basis, you developed new pro- 
grams. Is that not an answer to your own question that you raise? 

Mr. Sarnorr. No, I do not believe it is an answer. We were in a 
position to develop new programs. And it took us quite a while, in- 
cidentally, to recover from that. 

What I am talking about here is a slightly different point, Con- 
ressman. It is that after it becomes established, pay television will, 
of necessity, have to take over the high audience attractions that are 
now on free television. Having done that, it does not require a total 
audience to get adequate revenues, but it requires only a small per- 
centage. 

Mr. Youncer. I asked you what percentage, but I could not get 
an answer. 

Mr. Sarnorr. I do not know what the percentage is. I have not 
figured it out. It is obvious that it would not take too much. 

The Cuatrman. Mr. Rhodes? 

Mr. Ruopes. Mr. Sarnoff, I believe that many people are looking 
forward to some sort of relief from what they believe is bad about 
television. I would like to mention a few. 

Many people feel that there should be less interruption of programs 
by commercials. Some others look for relief from what they believe 
is offensive or harmful advertising. Still others look for more quality 
programs and less of what they believe are trashy. 
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In some areas there is a desire for local programs which are not 
available because a local station cannot afford to operate. There are 
a lot of people, too, that believe a handful of big advertisers should 
not determine the type of programs that the American people can see 
and listen to. 

Very often there is the feeling that it is a political or economic 
philosophy the sponsors are trying to sell, rather than soap or auto- 
mobiles. 

Perhaps pay TV is not the answer to these questions, but I would 
like to know what kind of relief people can expect from the present 
broadcasting companies. 

Mr. SARNOFF. Colagpeitetat these are points that I know have been 
raised in the past. I am familiar with most of them. Some of them 
I believe do represent, I suppose, the views of some members of the 
viewing public. Others I honestly do not feel come from the public 
as much as from other sources. 

But I think this: that the present system of broadcasting can only 
be successful if it satisfies the public. 

Mr. Ruopes. Would that not be true also of pay TV ? 

Mr. Sarnorr. Yes. I think pay TV can only be successful if it 
offers programs that the public is willing to pay to see. 

Mr. Ruopes. You said that if it gets its nose under the tent, it is 
here to stay, and the public cannot do anything about it. 

Mr. Sarnorr. Well, I think this: There are many programs on free 
television today that the public likes to see and has no complaints 
about. I think if those programs were to be taken over by pay tele- 
vision, if that was the only way the public could see them and wanted 
to continue to see them, they would be willing to pay for them. I do 
not think as many people would be willing to pay for them as are now 
seeing them free. 

This is the reason I said before that we would be divided along eco- 
nomic lines. 

Mr. Ruopes. That does not answer the question I raised, about too 
many commercials or advertising they consider harmful. 

Mr. Sarnorr. Do you mean what the public considers harmful? 

Mr. Ruopes. Yes. 

Mr. Sarnorr. I think there are undoubtedly instances where there 
is, perhaps, an overcommercialization. This is one of the things that 
we have to guard against constantly. I can assure you that it is one of 
the things that the networks in particular are constantly conscious of. 

I know nothing in any of the presentations or any of the arguments 
on behalf of pay television which would guarantee that there would 
either be no commercials or Jess commercials or not offensive commer- 
cials. I have not seen that either. 

Mr. Ruopes. Do you not think that under pay TV, people would 
have a greater choice in selecting programs, rather than letting that 
be determined by the big advertisers ? 

Mr. Sarnorr. No, sir; I think they would have less of a choice. I 
think there would be less programing and less types of programing, 
and I think only programing that offered the promoter of pay tele- 
vision what, in his view, was the maximum opportunity for the largest 
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Mr. Ruopes. Then you see nothing bad in permitting a few big 
advertisers to determine the type of programs that the American 
people can see? 

Mr. Sarnorr. I do not believe that a few large advertisers deter- 
mine everything that the American public sees; no, I do not. I think 
that is a charge that just has no basis in fact. 

The CuarrmaNn. Is that all, Mr. Rhodes? 

Mr. Ruopes. Yes; that is all. 

Thank you. 

The Cuatrman. Mr. Avery? 

Mr. Avery. Thank you, Mr. Chairman. 

Mr. Sarnoff, I want to comment that it was quite a shock to me 
when you made the outright statement that you were a strong believer 
in advertising. After watching NBC, I had the distinct impression 
that you were opposed to it. I am glad to get the record straight on 
that. 

I would like to carry Mr. Younger’s line of questioning just a 
little bit further. I believe you have stated in response to Mr. 
Younger’s question, as well as several other members of the commit- 
tee, that you felt that pay or subscription TV would be in a position 
to siphon off just enough of the attractive talent that, by and large, 
it would develop a monopoly on the viewers’ time. I wonder if you 
are kind of selling the resources of the American entertainment world 
a little short. 

I was thinking back, while I was listening here. Three years ago 
a network, not NBC, had almost preempted the viewers’ time at 8 
o’clock on Sunday evening. Then, by quite a lot of effort, and con- 
siderable advertising, NBC secured the talent of a highly capable en- 
tertainer who had been on at hours of night when not many people 
were still up. Then, in a year or two, as I read the ratings, you were 
just about dividing the bulk of the viewing audience. 

In this morning’s paper, I read that a third program had entered 
the spectrum at that time of the evening, a program which has been 
on now for 2 or 3 months, starring actors that I had never heard of 
before until last fall. I read in the paper this morning also that it 
was sharing equal time now, not only with NBC’s performer at 8 
o’clock on Sunday, but also the other traditional entertainer at 8 
o’clock on Sunday evening. 

Do you not think it is a little presumptuous on your part to say 
that by siphoning off a few of the top entertainers, they could de- 
velop a monopoly on viewers’ time ? 

Mr. Sarnorr. I did not say that by siphoning off a few they would 
develop a monopoly on viewers’ time. 

Mr. Avery. Then what did you say? I certainly got that distinct 
impression. 

Mr. Sarnorr. I said that all they would have to do would be to 
siphon off a few of the major attractions to undermine the structure 
of network television, which is a delicately balanced economic oper- 
ation, which, in turn, would result in the loss or the inability to 
maintain a number of services which free television now provides the 
public. 

If you want to progress further, and take it beyond to the future, 
I think that as they siphoned off a few of the key attractions, and 
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became established, and developed significant revenue, that they 
would then be after most of the important entertainment programs 
free television had, including new talent coming on. I think it is 
almost a truism: You just would not be in a position to compete. 

NBC and CBS can compete, and that is free competition, and we 
are economic equals. But that is not true in the case of pay television. 

Mr. Avery. You are using quite a lot of presumptions, it seems to 
me, in that case too, because you do not know upon which competitive 
economic levels you are going to be competing at this stage, do you? 

Mr. Sarnorr. In what sense, sir ? 

Mr. Avery. How much of a competitor subscription TV is going 
to be. That is a speculative point, is it not? It is purely a matter 
of judgment as to how competitive for talent subscription TV can 
become. 

Mr. Sarnorr. I suppose you can say that; yes. But the point, 
again, that I was making, was that pay TV can only be successful 
if it has high-attraction programs to offer. By its own admission, 
it says it must go for the mass market. If you wanted to get started 
in a business, what would you do? You would obviously go for the 

roduct which has a proven and tested market. 

Where isthat? That is now on free television. 

Mr. Avery. You are again presuming that the areas of broadcast- 
ing now that describe themselves as free television would have no 
competitive bidding status, and I do not agree with you on that. 

Mr. Sarnorr. We do not have it now. Let me cite a couple of 
examples to you. 

The upcoming Robinson fight is going to theater television. There 
is only one reason. I do not know who is putting it on the closed 
circuit, but they were able to give a guaranty or outbid an advertiser 
who would have been willing to pay X dollars to put it on. The 
closed-circuit theater television is not going to provide very many 
bodies in relation to what free television would provide. It does not 
take very much to get that kind of money. 

Annie Get Your Gun, the example I used, I think is a very, very 
conservative type of figure for a program of that magnitude, only 
10 percent of the homes, and that is not very much, and a dollar would 
not be too bad, or even if you cut it in half, to 50 cents, that is a million 
dollars, and it is considerably more than the program cost the adver- 
tiser when it was on free television. It does not take too many dollars 
more to lose a bid. 

Mr. Avery. I do not want to imply that you have convinced me, 
but my time has expired. I yield the floor, Thank you. 

The Cuatrman. Mr. Jarman? 

Mr. Jarman. Mr. Sarnoff, anticipating the possibility of pay TV, 
has NBC already made a study and laid plans for strategy and the 
future, in terms of pay TV, if it comes? 

Mr. Sarnorr. We are studying everything that becomes available 
about pay television. We read everything. We collate information. 
We keep up to date. We have not made a study nor do we have any 
specific plans with respect to it. 

Mr. Taman, I had in mind a paragraph of your statement in 


which you said that if it does come, that your only choice would be 
to go into the pay TV field or go out of business. 
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Mr. Sarnorr. That is correct. 

Mr. Jarman. Would you care to comment, as far as NBC is con- 
cerned, in line with the statement that another major network has 
made in a brochure in which the president of the system says in a 
paragr: iph that he wants it understood that if pay TV becomes a real- 
ity, his network, and the stockholders of the network, will not suffer, 
because with the extensive facilities that the network has, just as you 
have indicated for NBC, they would have no alternative on that sys- 
tem but to get into pay TV in a major way ? 

Would you care to make any comment as to the financial impact, 
as you would analyze it to be, on your own organization and stock. 
holders ? 

Mr. Sarnorr. I would like to say this: This same point has been 
made by us in the past. If you accept my conclusion that free televi- 
sion cannot coexist with pay television, and that if pay television be- 
comes established it will be as a result of having siphoned off most 
of the major attractions of free television, making it impossible for 
free television to continue, economically, and to offer the present serv- 
ices that it is offering, if you accept all of that, then I think we have 
no choice, if we want to stay in a business, but to go into the field of 
pay television. 

What the economics of that are, quite honestly, I do not know, 
But I can see where it is not unlikely that more money could be made 
by providing a service in the pay field, even though more limited 
than the services now being provided, and less extensive in terms of 
the public than is now being made, and it might even have less head- 
aches. 

Mr. Jarman. Well, my question called for a conjecture on your 
part, but I was interested in the comment. 

Do you feel that, regardless of what the results of local tests might 
be, whether successful or unsuccessful, that those making the local 
test would be eae with local tests ? 

Mr. Sarnorr. I do not honestly believe that those making tests of 
pay television will be satisfied until the tests allow them to operate in 
an atmosphere that they would consider to be normal for the kind of 
operation they are proposing. I just believe that once that happens, 
once you allow it to get started, the ballgame is over, and it is too 
late. I do not think you can come back to what you once had before. 
I think it will be gone. 

Mr. Jarman. If I understand you, then, once established on a large 
scale, and a successful financial operation, your position is that it 
would be too late for any commission or Congress to think about 
going back ? 

Mr. Sarnorr. I believe so. Because I believe by that time, free 
television would be weakened to the point where it would be inef- 
fectual as a service. It might be a marginal service, though I do not 
know. By then, also, as I have indicated, the networks might have 
gone into pay television, and then it would obviously be too late. 

Mr. Jarman. Thank you. 

The Cuatrman. The committee will recess, since the House is now 
meeting. It is estimated that the program of the House will be con- 
cluded fairly early. 

The committee will adjourn until 2:30 this afternoon. 
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(Thereupon, at 12:03 p. m., the committee recessed, to reconvene 
at 2:30 p. m. the same day.) 


AFTERNOON SESSION 


The CuatrmMan. The committee will come to order, please. 

Mr. O’Brien. 

Mr. O’Brien. Mr. Chairman. 

Mr. Sarnoff, I got the impression from your testimony that you 
believe that if these tests are permitted, it will set in motion forces 
that cannot be checked later on; in other words, that the tests them- 
selves will lead to pay TV and pay TV will lead to the death of free 
television. Is that correct ? 


STATEMENT OF ROBERT W. SARNOFF, PRESIDENT, NATIONAL 
BROADCASTING CO., NEW YORK, N. Y.—Resumed 


Mr. Sarnorr. In essence, that is right; yes, sir. 

Mr. O’Brien. I noted in your statement a figure, $1,300 million 
was spent last year, 1 believe, in the television industry. Do you 
think that all of that $1,300 million under pay TV would be trans- 
ferred over from the advertiser to the public, or do you think it would 
be a larger sum because of the larger charges that might be made for 
these programs / 

What I am trying to get at is, How much do you think it will cost 
the viewing public eac ‘he year to have the privilege of pay TV? 

Mr. SarnorF. First, that $1.3 billion as the amount of money spent 
by advertisers on television, if you assume that there will be no ad- 
vertising on pay television, as has been indicated by some of the 
proponents, then that money does not necessarily go over to pay tele- 
vision. I do not know that I can give you an estimate on dollars of 
pay television because there are too many factors involved which 
have not as yet been spelled out in any specifics. 

I do not know the basis on which a charge will be made to the 

ublie by the various systems. I do not know the amounts that will 
Se charged to the public for the various advertising programs, nor 
do I know how much programing will be made available. It is diffi- 
cult, if not impossible, to arrive at any figure, 

Mr. O’Brien. Y ou do know that it costs the advertiser $1,300 mil- 
lion to put on the air the type of program we have now or had last 
year ¢ 

Mr. Sarnorr. That is right. 

Mr. O’Brien. If programs as good or better are to be put on, al- 
lowing for a reasonable margin of profit, it would be fair to assume 
that it is going to cost the public at least $1,300 milllion ? 

Mr. Sarnorr. I would guess it would cost them far greater amounts 
than a billion three. 

Mr. O’Brien. Do you think it would be overstating it to say that 
it might cost the public $2 billion a year to have pay television ? 

Mr. Sarnorr. No. I think it probably would be understating it. 

Mr. O’Brren. You think that would be understating it ? 

Mr. Sarnorr. Again, it is a function of the types of programs to 
be offered, the charges to be made for them, and the amount of pro- 
graming. It is hard, quite frankly, to pick a figure. It is not im- 
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possible to see multi-billions, not just this advertiser supported 



























































figure. Se 
Mr. O’Brien. The question might be raised, if you did not hay | 18% 
that advertising cost in there, there might be a saving to the public Ii 
in the goods. they 
Actually, what will happen to that advertising dollar if it is not o, | %¥ 
television ? cates 
Mr. Sarnorr. Some of it will probably go into other mediums jy | P® | 
order to keep a market going. Some of it may not be spent at all. are 
Mr. O’Brien. Then the advertiser, as I understand it, usually has most 
a budget and so much of it goes into television, so much of if into | the! 
other mediums. M 
Mr. Sarnorr. That is right. cont 
Mr. O’Brien. Magazines or newspapers. In many instances, that | t® 
money might be spent, but spent in a different way. In other words, the 
it would still be a part of the cost of the commodity as far as the pub- take 
lic is concerned ? : N 
Mr. Sarnorr. I believe that is right. urg' 
Mr. O’Brien. We talked very much about the public interest, and | he® 
I think that is the dominant factor. pen 
What I would like to know is what the public with paid television } thal 
programs will get it does not get now. Certainly we can eliminate | bib 
most of the sports events which the public is now getting now; is that | tak 
correct ? S 
Mr. Sarnorr. Let me put it this way: First, I think, in all fairness, \ 
or rather on the basis of knowledge or information, that the propo- I 
nents are in a better position to state what the public will get from } abl 
pay television than I would be, but the point I tried to make this morn- } 
ing is that if pay television becomes established, many of the programs } det 
and types of programs now on television will go over to pay televi- } 
sion. So that, while most of the major sporting events today are on " 
free television, it is not hard to foresee the day, with the establish- ] 
ment of pay television, where those sporting events would be on pay ] 
television instead of on free television. tas 
Mr. O’Brien. I have just one other question. ow 
Do you have any figures showing how many television sets in this 
country are owned by people in what might be described as the lower | Y« 
economic strata ? 
Mr. Sarnorr. Yes, sir; there is such information. I do not have 7 
it with me, but we certainly can make it available if you wish. | 
Mr. O’Brien. I saw a figure some place that 42 percent of the people | cor 
in the United States earn less than $4,000 a year. Would you think ea 
that figure might also apply to television owners ? ev 
The reason I ask the question is that we are considering this prob- ar 
lem, most of us, as people who could put the quarter and half dollar pl 
or the dollar into the little coin box without any great struggle. But 
I have been impressed as I traveled across the counry to see antennas th 
on top of literally shacks. Obviously there are millions of people in 
the United States whose only entertainment is television. ) 
I was wondering if there are any figures to show how many of the 
sets today are owned by people to whom that extra charge would bea 
burden. th 
Mr. Sarnorr. Congressman, I could not agree with you more, a 
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Secondly, I believe we probably have in our research some such 

res and, if you wish, I can have them made available to you. 

I recall recently seeing some statistics that would bear this out, but 
they were of a slightly different nature—that indicated the amount 
of viewing on the part of people or families in different economic 
categories. As you went to the lower incomes, the amount of viewing 
per day and per week increased, which would bear out the point you 
are making. ‘That is, those with the lower incomes are making the 
most use of the television set, and these are the ones who would suffer 
the most by the loss of a free service. 

Mr. O’Brien. Do you think this subject is important enough or 
controversial enough or in the public interest enough to require Con- 
gress at this time to take some definite step, either by outlining clearly 
the power of the FCC to authorize pay TV, or to forbid the FCC to 
take such steps? 

Mr. Sarnorr. I made this recommendation, and I would be glad to 
urge it again. That is, that this committee, which is now holding 
hearings, should officially request the FCC to withhold action on these 
pending tests until the Congress has resolved this policy issue, and 
that, furthermore, it report favorably on proposed legislation to pro- 
hibit the use of the broadcast channels for pay TV. Further, that it 
take appropriate action to expedite the enactment of such legislation. 

So my answer to you, sir, is “Yes; I think it should.” 

Mr. O’Brien. I can understand that. 

Do you think that Congress should act whether the action is favor- 
able or unfavorable to the views you hold ¢ 

Mr. Sarnorr. Yes; I do. I think it is a public policy issue to be 
determined by Congress. 

Mr. O’Brien. Thank you very much. That is all, Mr. Chairman. 

The Cuatrman. Mr. Alger. 

Mr. Aucer. Thank you, Mr. Chairman. 

Mr. Sarnoff, first of all, how can a salesman, in view of public dis- 
taste, go into the individual home and sell the individual, the very 
owner, on this idea of paying for what he is now getting free? 

Mr. Sarnorr. If I understand the question, I do not believe he can. 
You are talking about a salesman for pay television ? 

Mr. Avcer. Yes. 

Mr. Sarnorr. I do not believe that is what he will say he is selling. 

Mr. Atcer. This is what we have discussed up to this time in this 
committee. This is the line of questions I have been following, as a 
salesman myself of sorts in days past, at one time for RCA. In any 
event, how are they going to sell this in the living room of people who 
are getting free T'V, whether it is a dollar or two or more a month, 
plus the cost of the program ? 

How do you think they will overcome the public disapproval of 
the whole thing and make the sale? 

Mr. Sarnorr. I do not believe that is the basis on which they will 
present their sales message. 

Mr. Atcer. How will they do it? 

Mr. Sarnorr. Obviously, as they are doing in their presentations, 
they will promise programing not now available, and may start by 
furnishing it, during a test. The point I was trying to make is that 
once having gotten these machines or gadgets into the home, and as 
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pay TV develops, if it does, they will of necessity then go toward the 
high attraction programs now on free television, whether they are on 
today or whether the kind that would be on tomorrow. 

It will be at that point that the public will find themselves, if 
they wish to see some of this programing that they are getting for 
nothing, required to pay for it if they want to see it. 

Mr. Acer. I am limited to 5 minutes. I have listened ¢ carefully, 
not only to your original testimony, but to all questions asked. I will 
leave this question hoping to come back to it another time. 

Just think of the sales job that first must be won, whether it is 
Zenith, Telemeter, Skiatron, or any of the other systems presented 
to us. 

My second question, if a mass audience is necessary for the sue- 
cess of pay TV, page 3 of your statement, and only a fraction of the 
people watch it, page 7, does this not mean that pay TV will fail 
of itself ? 

I am taking your own statement. It seems to me that there isa 
contradiction, although I think I know how you are coming at this, 

The people because ‘of pay may, for economic reasons, cut themselves 
out of it. But you have a contradiction there. Maybe the people 
themselves are going to solve this. Do you follow me / 

Mr. Sarnorr. I follow you, sir. 

I think what I am trying to say here is that the economics are such 
that pay television will go for those programs which represent the 
mass market rather than for limited ones. However, with a box 
office in each home, it will only require a small fraction of that mass 
market in order to support major attractions of the kind that are now 
on free television. 

I do not believe that is inconsistent. 

Mr. Aucer. I would like to explore that further, but we have it 
onthe record. I will come back to it. 

The next question has to do with the economic limitation. I was 
impressed with what my colleague said earlier. 

We recognize that many families have limited means. Does not 
this also mean they will be limited in their purchase of pay TV in 
terms of the total amount that they watch TV, according to your 
own testimony ? 

Mr. Sarnorr. Yes: I believe that is true. 

Mr. Arcer. Therefore, they will continue to look at a lot of free 
TV, even if it not be as good as the pay TV, if that were the case, 
Does not that follow ? 

Mr. Sarnorr. Of course, they will continue to look at free TV if 
it is available to them to look at. 

Mr. Arcer. Do you jump to the assumption that this will immedi- 
ately close out all the other TV ? 

Mr. Sarnorr. No. 

Mr. Auger. So they will still look at it even if it is not as aoed’ 

Mr. Sarnorr. I think it is a matter of time. It isa process. I do not 
think that free television is going to be replaced all at once. I think 
what will happen is it will wither away to the point where it will not 
be able to maintain what I think today is good quality, and also main- 
tain a broad service that it is now providing. 
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Mr. Axcer. Could this just be a stimulus to better programing 
under TV which maybe you are hesitant to face up to? I mean no dis- 
respect. I know the jobs you have had to overcome in the past when 
competition has presented itself. 

Mr. Sarnorr. No; in all honesty, Congressman, if I believed it 
would be a stimulus for the present system, I would not be talking the 
way Lam. I believe it will be a destroyer of the present system, not a 
competition. : : 

Mr. Acer. My last question then is this: At what point, if you 
cannot lick them, pay TV, will you join them? 

Mr. Sarnorr. I do not know the answer to that one. It would have 
to be a matter of judgment as to the point at which we feel we can no 
longer survive on the present basis and the point at which it is not too 
late to get into the new system. What that point is, I do not know. 
Sometimes you have to play by hunch. 

Mr. Arcer. It just could be that you are underestimating your own 
potential for putting out good free shows in the face of the finest com- 
petition on pay T'V. Could that be? 

Mr. Sarnorr. That is always a possibility. 

What I am really concerned with here is our ability to put them out, 
not our capacity to put them out. 

Mr. Axcer. I see. 

Thank you, Mr. Sarnoff. 

Thank you, Mr. Chairman. 

The Cuarrman. Mr. Hale. 

Mr. Hate. Mr. Sarnoff, in England and other countries where tele- 
vision, like radio, is a government monopoly, does the subscriber pay 
anything ? 

Mr. Sarnorr. I believe in England the subscriber pays a license fee 
for his set. 

Mr. Hate. Is it just an annual license like a license for an auto- 
mobile ¢ 

Mr. Sarnorr. Yes. He pays a license fee for his television set, 
which I believe in turn is the support for the BBC. 

Mr. Hate. Is that a substantial fee or just a nominal one? 

Mr. Sarnorr. I am not sure exactly how much it is. I think in the 
aggregate it is substantial enough to support the BBC, which is a 
fairly sizable operation. 

Mr. Hate. I share with some of my colleagues an aversion to the 
expression “free television,” because it is not. It is only free in a very 
illusory sense. That is just a passing comment. 

The Cuatrman. Would the gentleman yield at that point? 

Mr. Hate. Yes. 

The Cuarrman. Are you familiar with the operation, Mr. Sarnoff, 
in other countries where they do have a utility charge? 

Mr. Sarnorr. I have some familiarity; yes, sir, with the British 
system. 

_ The Cuarrman. Apparently that is not a utility charge. You said 
it Was just an annual license fee. 

Mr. Sarnorr. I am sorry. 

The CHarrman. What about in Denmark ? 

Mr. Sarnorr. I am not too familiar with the mechanics of those 
Operations. 
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The CxHairman. I understand briefly as we inquired about their 
television operations recently that those who had one had a month} 
charge. I have forgotten what it was. It was a few dollars, I think, 
each month. They had service only certain hours during the week, 

Mr. Sarnorr. I am not familiar with the facts, whether that is q 
charge that fluctuates with the amount of the service or whether it ig 
a fixed license fee as it is in England, where the fee is the same regard- 
less of the amount of programing that is made available. 

The Cuarrman. I understand this is a monthly charge, as it was ex- 
plained to us there. 

Under the British system, do they have commercial advertising? 

Mr. Sarnorr. There are two systems in operation now in Great 
Britain. One is the BBC and the other is the Independent Television 
Authority. That isa commercial system. 

The Cuarrman. And the Government has nothing to do with that 
system / 

Mr. Sarnorr. The Independent Television Authority, I believe, 
owns the transmitters, which they in turn lease out to program sup- 
pliers who in turn sell the time and the program. 

The Cuarrman. Is that operated privately ? 

Mr. Sarnorr. I believe it is operated under Government mandate, 

The CHarrmMan. Government mandate ? 

Mr. Sarnorr. Yes. 

The CHatrMan. Does that mean that the Government regulates 
the operation of it? 

Mr. Sarnorr. No; I believe the charges and the programing are 
subject to the control of ITA, but not directly by the Government 
itself. 

The CuatrMan. Directed by private individuals and interests? 

Mr. Sarnorr. Yes, sir. 

The Cuarrman. Are you familiar with Australia’s system ? 

Mr. Sarnorr. Not in any detail. I keep pretty busy keeping track 
of our own system. 

The CHatrman. Yes; I imagine that is true. But when you are 
faced with a proposition here that you are deeply concerned with, it 
would seem to me that you would be interested in similar types of 
operations in other nations where they have had experience. 

Your great concern in this whole program is certainly understood. 
It would seem to me that if you have presented the statement you have 
here today, and you know of a similar type of operation in other na- 
tions where they have had experience, it seems to me that you probably 
would be interested enough to inquire to see how it is getting along 
there. 

Mr. Sarnorr. Mr. Chairman, I know of no system anywhere that 
charges a viewer per program. There may be charges to own and 
operate a television set. That is quite different, I believe, than pay 
television, which proposes to charge for programs themselves. 

The Cuarrman. I would not think it would be any different than 
what is proposed here by one of these systems where they say they 
have a card or a plate or something, and in that way the fee is paid. 
That is like a weekly or monthly charge. There has been some sug- 
gestion that they would have that and the consumer would get a bill 
at the end of the month. In Australia, I understand, they have two 
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systems. One is that you get certain programs by turning on the sta- 
tion, and the other is that you have to pay for it either by one type 
of gadget or another. 

Mr. Sarnorr. Mr. Chairman, if I may, I would like to make this 

int: These systems in Australia, England, Denmark, and elsewhere, 
whatever their method and mechanics might be, are systems that, I 
believe, began that way. What we are talking about here is a proposal 
that would change the fundamental base on which our system has 
been founded. That seems to me to be somewhat of a different point. 

The CuarrmMan. Mr. Williams, 

Mr. WiuutAms. Mr. Sarnoff, when the Commissioners testified be- 
fore the committee on this subject, there was a great deal of conversa- 
tion about the issue of whether or not they should have held so-called 
evidentiary hearings before authorizing field trials of pay television. 
Would you like to comment on that? Do you feel that they should 
have held evidentiary hearings? 

Mr. Sarnorr. Sir, my answer to the question would be this: I do 
not feel that much more can be gotten on the basic policy issue than 
has already been gotten in the way of information or points. I think 
enough has been available in analysis to indicate that tests, even on 
a trial basis, should not be granted. I think, as it stands now, they 
have probably done as much as they needed to do. I just think they 
came up with the wrong conclusion. 

Mr. Witu1aMs. The majority of the Commission appeared to feel 
that nothing new could have been brought out by opening the issue up 
to hearings. Do you feel that anything cou'd have been added to the 
information that they already had by such a method? 

Mr. Sarnorr. It is possible. 

Mr. Wiiu1AMs. I believe one of the Commissioners said that he felt 
that they should have held those type hearings. 

Mr. Sarnorr. That is correct. I think it is always in the public 
interest to get the maximum information available. I think that 
evidentiary hearings, perhaps, would have raised some additional 
points, although I am thankful we have this opportunity now to 
make some of them. I think in balance it probably would have been 
better to have had hearings to develop fuller information. I am hop- 
ing that, in the absence of that, this committee, on basic public-policy 
grounds, will see fit to attempt to have a halt to these trails which 
I think, in their ultimate consequence, would be hurtful of free 
television. 

Mr. Witu1aMs. Thank you. That is all I have. 

The Cuarrman. Mr. Dollinger. 

Mr. Dotiincer. Mr. Sarnoff, this whole thing resolves itself into 
one proposition, and that is whether the American people want pay 
TV or not. Is not that so? We are all concerned with what the 

ublic wants, not whether the Commission thinks they should pay 
for TV and not whether the broadcasting people think they should, 


but whether the American people in the final analysis want free TV 
or pay TV; is that right ? 

Mr. Sarnorr. Yes, sir. 

Mr. Doturneer. Is that easy to determine, Mr. Sarnoff, by polls? 
We have had polls on almost everything else, whether the people are 
for it or against it. 
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Mr. Sarnorr. I believe that polls, if the questions are properly 
stated, could give an indication of the desires of the public. 

Mr. Do.tutnerr. Do you know whether any polls were taken by 
any of the interested people who are interested in subscription TV 
to find out whether the public wants this or not ? 

Mr. Sarnorr. I believe there have been a number of independent 
polls; some of them by trade journals, some of small size, others of 
rather substantial size. My impression is that, in the balance, the 
public has been rather negative, at least, on these polls. 

Mr. Dotirncer. And you people independently—and when I speak 
of you people, I speak of the major broadcasting people—did you 
attempt to take a poll ? 

Mr. Sarnorr. I do not believe we have, but let me check. We, 
ourselves, have not. One of the polls I was referring to was one 
made by TV Guide. 

Mr. Douircer. Was that limited in scope, or broad enough to be 
on a national basis? 

Mr. Sarnorr. This, I believe, was on a national basis. It totaled, 
roughly, 45,000 ballots, which is fairly substantial. Its result was: 
Those in favor came out 3.4 percent; those opposed, 96.6 percent. 

Mr. DouirNGer. Can you put into the record all the polls that you 
know were taken and the results of those polls? 

Mr. Sarnorr. I will be glad to have them compiled. 

Mr. DotiiNeger. I have no further questions. 

(The information referred to, when received, will be placed in the 
files for the information of the committee. ) 

The CuarrmMan. Mr. Younger. 

Mr. Youncer. Following on that same line on the poll, where only 
3 percent of the people say they would take pay television to receive 
the same programs they get today, is that a sufficient number to make 
subscription television economically sound. 

Mr. Sarnorr. Congressman, it would depend on where those who 
are in favor of it would be located. Whether they are spread so thin 
that it would not be or whether they are in one single location, what the 
price to be charged for the program would be. There are a number of 
factors yet to be determined. 

Mr. Youncer. If anything could be learned from those polls, it 
would prove that subscription television would fail. Would that not 
be true? If any lesson at all could be learned from them? 

Mr. Sarnorr. I think that is a reasonable conclusion as to publie 
opinion, but it doesn’t show what people would do if they had to pay 
for programs. Again, it is a question of whether or not enough people 
would be willing to pay to give pay TV enough of a foothold so that 
it would be in a position to acquire the kinds of program or the actual 
programs now available for free. 

Mr. Youncer. Then you do not subscribe to the results of those 
polls as leading to any conclusion ? 

Mr. Sarnorr. That is right. The only conclusion is that there are 
many more people not in favor of pay TV than are in favor of it. 

Mr. Youncer. Did you see the editorial in the Scripps-Howard 
papers appearing yesterday and in the Washington News today in 
Washington ? 

Mr. Sarnorr. No, I have not. 
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Mr. Youncer. I would like to read it to you and ask your comment. 
The editorial is entitled, “Whose Air.” 

Representative Emanuel Celler of Brooklyn, chairman of the House Judiciary 
Committee, has set himself the task of defending the country against pay TV. 
“J want to keep faith with the American people,” he says, “It is they who own 
the airways.” 

This appears to us as a lot of sound and fury. The American people also own 
the air through which travel pay telegrams, pay telephone calls, and pay air- 
plane passengers. They own the rivers with their pay towboats and avenues 
with their pay streetcars. We have not the least idea whether the American 
people want pay TV, but there is one good way to find out. The Federal Com- 
munications Commission has the right idea in suggesting a test period that 
would let the promoters risk their money. If the people did not want it they 
would not buy it. That would be the end of that argument and of pay TV. 
Basically the opposition to pay TV is an effort to limit competition in the amuse- 
ment field by political means. On comparable theory we should have forbidden 
radio because it might hurt the movies and newspapers, TV because it hurt 
movies and radio, airplanes because they hurt railroads, and autos because they 


ruined the buggy business. That is no way to run a free country. 

I would like your comment on that editorial. 

Mr. Sarnorr. I think that editorial misses the basic point, which 
is that it is not a question of the public choosing as between two com- 
peting mediums. In other words, the point of free choice. This is not 
a situation where the public is free to choose between two competing 
mediums as they have been free to do in the case of radio and television 
and motion pictures or radio and books or whatever is available to 
them. This is a case of their choice being either you pay for the TV 
to see it or you don’t see it if you don’t pay for it. This is not a ques- 
tion of two competing mediums. If you believe as I do, quite firmly, 
that as pay television becomes entrenched, those attractions now avail- 
able for free to the public will be drawn over to pay television, that 
does not offer the public a choice. 

Mr. Younger. There is another point in here. That if the people 
want it, shouldn’t they have it? You have not answered that question 
in the editorial. 

Mr. Sarnorr. If the people want it, they should have it, but as I 
have been trying to point out, they will not have the opportunity to 
express that want because the only way they will be able to see the pro- 
gram that they now see for free is to pay for it. It is hard for me to 
believe that anybody will want to pay for something which he can now 
get for free and enjoy. 

Mr. Youncer. Neither do I. 

Mr. Hesetron. Will the gentleman yield on that point? 

Mr. Younger. Yes. 

Mr. Hesettron. Mr. Sarnoff, I have been puzzling as to what you 
would present as a means by which the people could get a choice be- 
tween pay television, as we call it, and the other type of television. 
Could you indicate to us how the American people will ever have an 
opportunity in your mind to make a choice between pay television and 
what is now known as free television ? 

Mr. Sarnorr. I do not believe there is any means by which they 
can have that choice and that is why I am opposed to the establish- 
ment of pay television. 

Mr. Hesetton. In other words, you do not believe there is any way 
way by which the people can be given the choice? 
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Mr. Sarnorr. I do not believe there is any way in which pay tele- 
vision can become established without programing now available on 
free television going on pay television. I do not believe this offers the 
public a choice. I know of no way to prevent that. 

Mr. Hesetton. Thank you. 

Mr. Youncer. One other question. Your counsel have no doubt 
gone into this question rather thoroughly. Have they advised you as 
to whether in their opinion the Federal Communications Commission 
has the authority under the law to grant the test period for subserip- 
tion television ? 

Mr. Sarnorr. In the opinion of my counsel, if I might speak for my 
counsel, it is doubtful at best that the Commission does have this 
authority. 

Mr. Youneer. Isn’t it natural to suppose, then, that before the test 
period could be granted with the opposition that you have and other 
opposition which exists, that there will be a court test on that ques- 
tion ? 

Mr. Sarnorr. I do not know the answer to that one, sir. I would 
hope that it will not be necessary to go to a court test, that this com- 
mittee will see fit to recommend to the Commission, as I have indi- 
cated, that they withhold granting any applications for tests, and that 
the Congress will enact legislation to ban pay television. It is possible 
if that does not happen that there might be court tests. I do not 
know quite frankly. 

Mr. Youncer. That isall. 

The CHarrman. Mr. Flynt. 

Mr. Fiynt. Mr. Sarnoff, are you assuming that there will be no 
effective regulation or control of pay television if it should be 
authorized ? 

Mr. Sarnorr. I am sure that there will be some kind of regulation 
or control. Just what it would be, I don’t know. Whether or not it 
will be effective or whether or not there can be any kind of regulation 
effective enough to prevent the type of consequences that I foresee 
with the establishment of pay TV, I have serious doubts about. 

Mr. Fiynv. I refer to page 11, about the middle of the third para- 
graph on that page, where you say, “In every community where a pay 
TV program might broadcast, it would automatically curb the free 
service available—with the reduction ranging from 25 percent in 4- 
station communities to complete elimination in 1-station areas.” 

Doesn’t that presuppose that there will be no effective regulation 
and control ? 

Mr. Sarnorr. What I am trying to say there, Congressman, is that 
it is just the laws of physics even with regulation and control. If it 
were permitted that in a single station market that station could en- 
gage in some limited form of pay television, any part of the day used 
for pay television in effect reduces the free service 100 percent during 
that time. That ranges down as you have more stations in a com- 
munity. This is even with regulation. 

Mr. Friynr. Let me ask you this. Let us suppose that before the 
Federal Communications Commission would authorize field tests that 
they would require that pay television be in addition to, not a sub- 
stitute for, present facilities. Would that automatically reduce the 
free service as it is called, and which is now available, or would it 
simply be a supplement to that? 
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Mr. Sarnorr. You mean that pay television be broadcast on fa- 
cilities not now in existence ¢ 

Mr. Fiynvr. Yes, sir. 

Mr. Sarnorr. In a sense it would add, but in another sense it would 
subtract. Presumably those facilities not now in existence are avail- 
able for free broadcasting. In a sense there is a totality available 
for free broadcasting. Not all of it at the moment is being used, 
obviously, because the number of channels have either not been ap- 

lied for or granted. As pay television uses those channels and those 
Taensien, to that extent they are no longer available for free use, 
even though at this particular moment they are not used. 

Mr. Fiynt. You are familiar, I am sure, with the arguments which 
have been prevalent in the past and may in many instances still be 
prevalent, whereby an existing broadcaster will often times object to 
the granting of a construction permit to someone who seeks to enter 
the field of broadcasting in his own area. Are you familiar with 
the fact that sometimes happens? 

Mr. Sarnorr. There are protests on occasion to the grant of li- 
censes, yes. 

Mr, I*tynv. I will ask you, is it your opinion that additional broad- 
cast facilities have stimulated rather than curtailed the efficacy and 
pleasure content of the programs on the stations then in existence, 
and also have actually resulted in increasing the gross and net in- 
come of the station who did not want competition ? 

Mr. Sarnorr. I can answer the first part of your question definitely 
in the affirmative. I am not sure about the second part. 

Mr. Fitynt. Whenever competition comes in, instead of program- 
ing falling off, it is actually improved; is it not? 

Mr. Sarnorr. I believe under the stimulation of competition that 
programing does improve. 

Mr. Fiynr. Is there any reason to suppose that would not take 
place in the field of television as it now exists if a new form of com- 
petition were to come in. In other words, would the programs get 
better ¢ 

Mr. Sarnorr. I think competition would stimulate better pro- 
graming and might improve existing programing. 

Mr. Fiynt. Does your company authorize more than one television 
station in the same area / 

Mr. Sarnorr. I am not quite sure what you mean by the word 
“area,” but we normally have criteria for affiliation with the network, 
and we seek to avoid what we call duplication of service so that the 
public in effect gets maximum choice of programing, rather than 
minimum. So within certain limitations, we seek to cover the total 
national population without duplication of coverage in any individual 
area. 

Mr. Fiynr. Do you have ungranted applications or many un- 
granted applications to affiliate with the National Broadcasting Co. ? 

Mr. Sarnorr. I am sure that there have been many occasions when 
astation has sought to affiliate with NBC and we have not been able 
to do it, either because we already had an affiliate in the area for 
which the affiliation was being sought or perhaps that the particular 
Individual station and its management we did not feel was up to 
the standards that we wished to have as an affiliate. 
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Mr. Fiynt. No further questions. 

The Cuarrman. Are there any further questions from anyone? 

Mr. Aueer. Mr. Chairman, I have just one question. I would like 
to run back over those earlier questions I had, but I will not for 
lack of time. 

Mr. Sarnoff, is there any feeling in your mind as of this moment 
from the basis of your experience in this industry and your opposition 
to pay TV and a summary of what has happened here today, of the 
inevitability of pay TV, at least as to a test? 

Mr. Sarnorr. I would be very disappointed, Mr. Congressman, if I 
left here today and felt that pay television was inevitable. 

Mr. Atcer. It has been knocking on the door for 6 years, has it not? 

Mr. Sarnorr. Yes, I guess it has. According to some of the state- 
ments, longer than that. 

Mr. Avcer. If you were in our shoes, granted that your statement— 
and you are a fine spokesman for your position, and I am very im- 
pressed with it—granting that your statement has much merit to it, if 
you were in our shoes, do you think you would have the right to deny 
even any fraction of the people the right to a test of pay TV? 

Mr. Sarnorr. I believe so, and that is the reason for my making the 
recommendation that this committee ask the FCC to withhold action 
and that legislation be submitted to the Congress and enacted by the 
Congress to ban it. I think that all the factors, based on analysis of 
this terribly important public policy issue, lead one to the conclusion 
that it would not be in the public interest to have pay television. 

Mr. Aucer. Thank you. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Sarnoff, do you believe that the proposed pay 
TV system, is a new type of broadcasting ? 

Mr. Sarnorr. Yes, sir, I do. 

The Cuarrman. It isa new type broadcast ? 

Mr. Sarnorr. It is a new type broadcast. It involves a new system 
of broadcasting. 

The CrHarrman. Is it a new system of broadcasting, or is it a pew 
way of financing existing broadcast ? 

Mr. Sarnorr. I think it is a new system. By system I don’t mean 
the mechanics. Our American system of broadcasting is based on the 
principle of freedom to listen and look. 

The Cuarrman. I am talking about broadcasting now. 

Mr. Sarnorr. Yes. I say our American system of broadcasting is 
based on the principle of freedom to look and freedom to hear. 

The Cuarmman. I am talking about the technical phase of it. 

Mr. Sarnorr. Does it represent something new technically ? 

The Crarrman. Yes. Under the FCC Act, the Commission is au- 
thorized to conduct tests on new types of broadcast. When FM came 
into existence, that was a new type broadcast. When television came 
into existence, that was a new type of broadcast. I am talking about 
the technical phase of it as it relates to the FCC Act as passed by the 
Congress. 

Mr. Sarnorr. I think it is a type of broadcast that falls into no 
category which is described in the act. It is sort of in between. In my 
view and certainly in the view of counsel it is not the type of system 
in which the authority of the FCC is clear cut to proceed. 

The Cratrrman. The only purpose of this gadget which brings 
about pay TV is to finance its operation, is it not? 
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Mr. Sarnorr. I think the purpose of the gadget is to—— 

The Cuarrman. Collect money. 

Mr. SarnorF. Isto run a business and make a profit. 

The Cuarrman. To collect the money. 

Mr. Sarnorr. That is right. 

The CuatrmMan. There is no other purpose for it, is there? 

Mr. Sarnorr. That is right. 

The CuarrMan. It does no have anything to do with what kind of 
a program comes through from the technical phase. 

Mr. Sarnorr. It is just like a gas meter. It just sits there and col- 
lects the money. 

The Cuamman. That is right. Can you say that is a new type of 
broadcast from a technical standpoint ? 

Mr. Sarnorr. I do not believe that it is. I think the consequences, 
the results of that gadget scrambling a system so that you can only 
see the picture and hear the sound if you put the coin in the box 

The Fabaack You start the broadcast, whatever it might be, at 
a certain place, do you not ? 

Mr. Sarnorr. That is correct. 

The Cuarrman. And then it goes through the regular channel to 
the receiving set, does it not? 

Mr. Sarnorr. In scrambled fashion. You have to change the trans- 
misison characteristic before you actually send it out. 

The Cuatrman. In other words, you have to have a different type 
of facility at the transmitting end. 

Mr. Sarnorr. Either that or adapt your transmitter for that pur- 
pose, that is correct. 

Mr. Fiynvr. Mr. Sarnoff, would you say that it is a new type of 
tuning in, rather than a new type of broadcasting ? 

Mr. Sarnorr. It isa new type of tuning out. 

Mr. Fiynr. I mean seriously it is a new type of tuning in, is it 
not ? 

Mr. Sarnorr. In a sense. You use the same receiver, you use the 
same transmitter, but in order to get the picture and get the sound, 
it must be unscrambled. That is effected by activating the device. 
I am not an engineer nor a technician, and I do not know all the me- 
chanics of the different kinds of devices that the proponents have 
offered. 

The Cuatrman. Your attorneys agree that the FCC has authority. 
to authorize the test as included in the order which they issued? 

Mr. Sarnorr. No, sir, my counsel feel that it does not have the 
authority, and it is a matter entirely for the discretion of the Congress. 

The Cuatrman. I am talking about the legal authority under the 
FCC act. 

Mr. Sarnorr. They do not feel it has that authority. 

_The Cuarrman. I must confess that the answers to the two ques- 
tions I just asked you in my opinion are not compatible. 

Mr. Dotirncer. Will you yield, Mr. Chairman. 

The Cuarrman. Yes. 

Mr. Doturncer. Mr. Sarnoff, I understand that the broadcast comes 
scrambled to the home of the receiver, and for him to unscramble 
that broadcast he must put a coin in the receptacle which will change 
the thing and put it in focus, is that correct ? 
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Mr. Sarnorr. I believe that is right. 

Mr. Dotuincer. That could be one way of doing it. 

Mr. Sarnorr. Yes. 

Mr. Do.urncer. What would stop a person from refusing to let a 
collector come in and empty that cash box ? 

Mr. Sarnorr. I am afraid that is one of the problems that the pro- 
ponents of TV are going to have to wrestle with. 

The Cuarrman. They would very likely be cut off at the other end, 

Mr. Dotiincer. They will not be able to if it is scrambled at that 
point. 

Mr. WituraMs. I am wondering, Mr. Sarnoff, if this would not also 
open up an area for bootlegging of these unscrambling devices. <As- 
suming that a person should buy a bootleg device that would unscram- 
ble the picture for him, it would require legislation to make that 
against the law. Do I make myself clear? 

The Cxatrman. In other words, if the gentleman would yield, it 
would be sort of like the operation of hot oil in Texas in the old days. 

Mr. WuiuiaMs. I am asking you what would keep some manufac- 
turer from manufacturing the same unscrambling device and just sell- 
ing it to these homes where they could unscramble the picture free of 
charge? I imagine such a question should go to the proponents. 

Mr. Sarnorr. Yes. 

The Cuarmman. We will get to one of them in a few minutes. Let 
me ask you this one other question. 

If the experimental test proceeds and proves successful as the op- 
ponents have faith that it will, would your company go into the busi- 
ness of pay TV ? 

Mr. Sarnorr. If the tests prove out what I believe. 

The Cuarrman. If the test proves out successful as the proponents 
think it will, and we enter into the age of pay TV, then will your 
company go into the business of pay TV ? 

Mr. Sarnorr. Mr. Chairman, I think the point at which the effects 
on free television come to pass—at least the ones I have described— 
at some point along the way I believe we will have no choice but to go 
in. I do not know what that point is. I might just say on the test, 
IT am not even sure that it is necessary for the tests themselves to prove 
successful for this to happen, because it is quite conceivable that the 
tests themselves might prove very little, and it is the point beyond 
the tests, when the pay-TV system broadens out and is established 
as a going business, that you are really going to have the conse- 
quences that I am talking about. 

The Cuatrrman. We understand the test is not to find out whether it 
will work or not, but to find out whether the people will accept it. 

Mr. Sarnorr. It is quite conceivable that during the period of the 
tests things might be offered to the public which they might accept 
without any dire consequences to free broadcasting, but following the 
conclusion of the tests and a broadening out of the whole area of pay 
television, the things I am talking about then would begin to take effect. 

The Cuarrman. Will you have your attorney prepare a memoran- 
dum and present it to us as to his position with reference to the legal 
authority in the act ? 

Mr. Sarnorr. I would be glad to do that, sir. 

The Cuarrman. Suppose this new type of gadgetry would be ap 
plied only to UHF, what would be your comment on that? 
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Mr. Sarnorr. I think the ultimate consequences would be the same 
for two reasons. I think it would be difficult, if not impossible, once 
it became established on UHF, to prevent other stations or arbitrarily 
preventing VHF from going into it, if they wished to. I think the 
same arguments apply to the programing aspects whether it ison UHF 
or VHF or whatever it is on. To become successful and well estab- 
lished it will still have to go after the kind of program I am talking 
about. 

The CuarrmMan. Mr. Younger. 

Mr. Youncer. Mr. Chairman, I have just one question to ask. Just 
following up your arguments and your statement, it would not make 
any difference whether the tests were denied for if they continue on 
the wired basis the results would be the same. 

Mr. Sarnorr. I believe that; yes, sir. 

Mr. Youncer. That is all. 

The Cuarrman. Mr. Sarnoff, we are very glad to have you before 
the committee today and appreciate the presentation you have made 
on this subject. 

Mr. Sarnorr. Thank you, Mr. Chairman, for this opportunity to 
present these points of view. I also want to thank the committee for 
their interest as evidenced by their very perceptive questioning. 

The CuHatrMan. You may submit the information for the record at 
your convenience following the hearings. 

Mr. Sarnorr. We will be glad to do that, sir. Thank you. 

The CHatrman. Mr. Sagall, will you identify yourself for the 
record. 


STATEMENTS OF SOLOMON SAGALL AND JOHN R. POPPELE, 
TELEGLOBE PAY-TV SYSTEM, NEW YORK, N. Y. 


Mr. Sacatu. My name is Solomon Sagall and I reside at 124 West 
79th Street, New York, N. Y. Iam president and founder of Tele- 
lobe Pay-TV System, Inc., whose address is 15 East 48th Street, 

ew York 17,N. Y. 

Teleglobe Pay-TV System, Inc., has recently submitted to the Fed- 
eral Communications Commission an entirely new system for subscrip- 
tion television. 

Brief technical explanation of the Teleglobe Pay-TV System: A 
basic feature of the Teleglobe System is that it does not take away the 
actual TV viewing channels from the public. Simply put, the Tele- 
globe System involves nothing more than the separation, at the tele- 
vision station, of the video signals from the audio signals, 

The regular video signals are broadcast over the air, in accordance 
with existing FCC engineering standards, free of any distortion, 
scrambling or degrading. The viewer in the home continues to see 
on his TV screen normal TV pictures free, as hitherto. The aural sig- 
nals are not broadcast; they are diverted and sent uncoded from the 
TV station over telephone type wirelines via central switchboards to 
the individual pay TV subscribers in their homes. 

The wirelines in the subscriber’s home are connected to the Tele- 

lobe speaker, which is entirely independent of the TV receiver. A 
ick of the switch in the Teleglobe speaker connects the subscriber 
automatically to the sound of the desired channel. Subscribers pay 
for the provision of the audio portion of the program only. 
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The Teleglobe System differs from other proposed methods of toll 
TV in that: 

The Teleglobe System requires no modification of the transmitter or 
of the TV receiving sets. 

The Teleglobe System requires no coding or decoding devices. 

No extraneous gadgets are attached to the TV receivers; there is 
is no tampering with or adjustment of the TV receiver. 

The Teleglobe System does not add to the service problems of the TV 
receiver owner, nor does it increase servicing cost of the TV receiver, 

The Teleglobe System does not encroach in any way upon the 
function and the poner of the independent servicemen. 

The Teleglobe System is equally applicable to black and white, as 
well as to color TV receivers. 

The Teleglobe method of collection is simplicity itself. Central box 
offices of the Teleglobe Pay-TV subscription network will handle 
billings by mail, either on a flat monthly fee, or on a per program basis, 
The subscriber to the Teleglobe System is not burdened with problems 
of seeking decoding cards, mailing them, or searching for coins. 

To summarize, Teleglobe claims to be the only system conceived 
and designed for the economics of the American market. The tech- 
niques underlying the Teleglobe System have been fully evaluated. 
Discussions with the telephone companies have confirmed the thorough 
practicability of the system. The Teleglobe System is thus available 
for immediate introduction on the American market. 

Teleglobe requests the committee to support the FCC authorization 
of a trial period for pay TV: 

Teleglobe Pay-TV System, Inc., joins the other proponents of pay 
TV, who have already submitted statements to the committee, in 
giving full support to the decision of the Federal Communications 
Commission to authorize pay TV trials under the safeguards and reg- 
ulations promulgated in the ground rules recently announced by the 
FCC. 

Teleglobe would like to submit but one basic observation : The ques- 
tion is no longer pay TV or no pay TV. The question is: Is pay TV 
going to be transmitted over the air, or is it going to be transmitted over 
a coaxial cable network ? 

It is our opinion that the demand for pay TV is not something 
artificially created, something which is being foisted upon the Ameri- 
can public. 

The whole conception of pay TV is a natural result of dissatisfaction 
on the part of the American public, with the substandard, low-level, 
anemic programs that they have been offered for so many years. 

Some of the purveyors of TV entertainment have been treating the 
American public as immature children, dumping on the airwaves 
third-rate material, being only concerned with filling air time. 

Television has largely become a kind of a soporific, a mild narcotic 
having the effect of preventing the majority of the viewers from exer- 
cising their thinking faculties. Television, instead of being the most 
dynamic, most stimulating force toward creating interest in higher 
quality entertainment and culture, has had largely an opposite effect. 

It is as a result of this situation that the demand for a competitive 
form of television, such as pay TV can provide, has arisen. This is 
a natural phenomenon. The demand for pay T'V is bound to develop 
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and grow in strength. Block pay TV over the air, and within a few 
ears the country will be covered with a vast cable network. 

We submit to the committee that it is far wiser to let pay TV de- 
velop over the air, under the regulatory authority of the FCC, with 
its years of experence in public broadcasting services, than to aid and 
abet by negative action the growth of a cable pay TV network, which, 
at least in its early stages, would not be subject to Federal authority 
and regulation, unless additional Federal legislation is promulgated 
to meet the new situation. 

In short, it is our view that competition of pay TV to so-called free 
TV is bound to come. Such competition is healthy, and in the public 
interest. Blocking the FCC at this stage will only lead to a change 
in the mechanics, in the means of transmission of pay-TV programs, 
but will not result in the suppression of pay TV. 

Teleglobe Pay-TV System, Inc., accordingly, requests the commit- 
tee to give its wholehearted support to the decision of the FCC to 
authorize pay-TV trials and thus to permit the customary free play 
of competitive forces, which is traditional in the American economy. 

Let the American public decide during the forthcoming 3-year test 
period whether it is willing and ready to pay for the special programs. 
Since the tests are limited to grade A areas where there are at least 
four TV stations, plenty of free programs will be available to compete 
with pay TV for public favor. 

A new concept of eductional television: Convinced as we are that 
competition from pay TV will have a beneficial impact on the entire 
structure of TV At me we take even a stronger view with 
regard to the part that pay TV can and should play in the education 
of the younger generations of Americans. 


The American public recently received a terrific jolt when it learned 
that the Soviet Union was far ahead of the United States in scientific 
and technical education, as well as in the general level of education 
of the younger generation. This was the conclusion reached by the 
United States Office of Education in the recently published report 
on education in the U.S.S. R. 


This is for the American people, the most critical problem of all— 


said the President of the United States a few days later in his speech 
in Oklahoma City on Future Security. 

There is an appalling shortage of classrooms, school plants, labo- 
ratory facilities, and teaching personnel in the United States. 

The New York Times, on Sunday November 17, 1957, stated that— 


The teacher shortage now is 135,000; the classroom shortage 159,000— 


and that both deficits would mount sharply by 1965. 

Billions are required to alleviate this situation. But money alone, 
even if appropriated by Congress, cannot provide the required facili- 
ties quickly enough. It will take years to build new classrooms; it will 
take years to train new teachers. 

There is, fortunately, at the disposal of this Nation an immediate, 
most powerful weapon in the battle for supremacy of brainpower. 
This is electronic teaching on a self-supporting basis, by means of pay 
TV. 

Acutely conscious of the seriousness of the educational situation, 
as described above, and of the duty of every citizen to try to make 
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a contribution to the solution of this problem, the Teleglobe Co. hag 
evolved a comprehensive plan for the creation of a new institution; 
namely, the International Television University. The detailed plan 
is being submitted to the committee herewith. The International 
Television University plan may be briefly summarized as follows: 

(a) The International Television University, later referred to as 
ITU, proposes, by means of electronic teaching facilities of television, 
to turn every home into a potential classroom. ITU will provide 
continuous TV instruction, uninterrupted by entertainment material 
or commercials. 

(6) ITU will provide courses to high-school graduates for the 

urpose of getting college degrees. The degree would be conferred 
oy existing institutions of higher learning, accredited universities and 
colleges. 

(c) The academic program would be drawn up by leading edu- 
cators, and would aim at a very high level of teaching. ITU would 
enroll top-level teaching personnel, indeed, the best brains of this 
country, specialists in each sphere, for its TV instruction courses, 

(d) ITU would cooperate with the existing colleges, which would 
supervise the TV students’ homework and provide laboratory facili- 
ties in subjects, such as the sciences, where laboratory work has to 
supplement TV tuition. 

I may say the Teleglobe System has an interesting additional fea- 
ture. A student can actually be graded instantaneously. An instruc- 
tor giving a test shows or asks a question. The student will then 
select his answer and push a button on the Teleglobe speaker and the 
electronic impulse is registered for a final determination. 

(e) It has been stated that 47 percent of the high-school graduates, 
with an I. Q. of 120 or better, fail to go on to college. It is quite 
possible that the need to earn a living during daytime may be a con- 
tributing factor. It is, therefore, proposed under the ITU plan to 
make available TV instruction for college degrees during evening 
hours as well as daytime hours. 

(f) Tuition fees in colleges have been continuously on the increase 
and, as a result, college education may be prohibitive for many a high- 
school graduate. A relatively low monthly tuition fee, to include 
supervision of homework, laboratory facilities of existing colleges, 
textbooks, et cetera, would be charged by means of pay TV. Such 
pay-TV tuition fee would amount to but a fraction of the tuition fees 
chargeable by the established colleges, and would be well within the 
economic means of families in the lower income brackets. 

(q) Colleges participating in this program would get income from 
ITU. 

(A) ITU would institute a system of scholarships for students of 
merit, as well as facilitate their postgraduate studies. 

(4) The ITU plan has been conceived and worked out by the Tele- 
globe Co. While we consider the Teleglobe pay-TV system as the 
simplest, most economic, and most immediate method for the realiza- 
tion of the ITU project, ITU will cooperate with any competitive 
method of pay TV or with any existing closed-circuit and community 
TV system, and will make available, on most reasonable terms, the 
ITU program facilities to any TV station in the country. 
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Mr. Chairman and members of the committee, it is pay TV that 
makes feasible and practicable the Teleglobe ITU project. It is pay 
TV that will permit the project to become gradually self-supporting 
and financed by the students themselves. 

This bold new concept, which will make practicable college educa- 
tion for possibly hundreds of thousands of students, can be put in 
operation, by means of pay TV without asking Congress for even a 
single additional penny in appropriations for education. 

The sponsors of the Teleglobe ITU project propose to petition the 
FCC to remove any restrictions from the use of pay TV, by whatever 
system, by any TV station, anywhere in the country, provided the 
station in question will be used exclusively for the teaching and in- 
struction, as outlined, in the ITU plan. 

The FCC has allocated 1,300 commercial UHF channels, of which 
only 90 are in use. The ITU plan makes possible to turn, in the very 
near future, the majority of the present dark UHF channels into 
beacons of enlightenment. 

The ITU plan will add, in the course of months instead of years, 
hundreds of thousands, possibly millions, of classrooms, and will 
make possible the full utilization, to the maximum advantage, of 
the teaching personnel available right now. 

The sponsors of the ITU pay-TV tuition plan are firmly convinced 
that the successful realization of this plan will prove to be a major 
contribution toward bridging the gap in education between the United 
States and the U. S.S. R. The ITU pay-TV plan is in the national 
interest, as well as in the interest of the entire free world. 

We feel that the decisive part of that pay TV can thus play in the 
field of education, as outlined above, creates an important new dimen- 
sion in the entire pay-TV picture, and, accordingly, we express our 
hope that the committee will give its wholehearted approval to the 
decision of the FCC to remove at last the shackles from pay TV. 

Mr. Witi1aMs (presiding). Thank you, Mr. Sagall, for an excellent 
statement. As I understand it, your system provides for the video to 
be received in the regular manner and the audio portion of the broad- 
cast to be received by wire piped into the home and through a speaker 
system, which, of course, is provided as part of your Teleglobe Sys- 
tem. Is that, generally, the idea? 

Mr. Sacauu. That is correct, Mr. Chairman. 

Mr. Wut1Ms. So then a home which was not connected with your 
system, even so, would be able to receive the video portion, but would 
not be able to receive the audio portion / 

Mr. Sacauy. That is absolutely right. 

Mr. Wi11ams. Would your system be restricted, more or less, be- 
caues of this wire service, to local broadcasts, or would it be adaptable, 
perhaps, to a network type of broadcast ? 

Mr. Sacauu. I think it should be adaptable to the network type of 
operation. 

Mr. Wiiuiams. You think it could be adaptable to the network 
type of operation / 

Mr. Sagauu. Yes, sir. 

Mr. Wituiams. Any questions, Mr. Flynt? 
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Mr. Fiynr. Mr. Sagall, have you given any thought to how many 
subscribers would be required in order to make it economically feasi- 
ble, and if so, approximately how many? 

Mr. Sacautu. Very frankly, we do not have exact statistics yet on 
the subject. We are continuously in the course of discussion and 
exploration with telephone companies, entertainment interests, and 
we have now started talking to educators. 

Mr. Fitynt. What would be the objection to piping both the audio 
and the video if you are going to pipe either one of them? 

Mr. Sacatu. The first objection, Mr. Congressman, is, you cannot 
pipe video signals except on a coaxial cable because you need 4% 
million cycles. 

On a telephone type of wire line, we can do anything between three 
and a half to eight and a half thousand cycles for high fidelity. 

Therefore, let us take a city like Washington or a city like New 
York. We understand from the telephone companies it would be 
completely impracticable and prohibitive to wire a city like New 
York with coaxial cable for video signals. For audio signals it is 
just standard practice. 

Telephone wires are available everywhere, practically. 

Mr. Witurams. Do you know of any valid reason to assume that 
the Federal Communications Commission and the Congress would 
not require pay television to operate in the public interest just as 
they now require television to operate in the public interest? 

Mr. Sacauu. I do not follow quite the question, Mr. Congressman. 

Mr. Wiu1aMs. You, of course, are aware that at the present time 
the Congress and the Federal Communications Commission require 
telecasters to operate in the public interest? 

Mr. SaGauu. Quite. 

Mr. Wiiu1aMs. Is there any reason to assume that the same require- 
ment would not be imposed upon broadcasters under a pay TV 
system ? 

Mr. Sacauu. No; there is no reason at all. 

Mr. Wiu1aMs. Either one would be required to operate in the 
public interest. 

Mr. Sacauu. I think so. Every type of such activity should be in 
the public interest. 

Mr. WiiuiaMs. Mr. Hale. 

Mr. Hae. I was very much interested in your statement, Mr. 
Sagall. I was quite struck with what you say on page 3, that the 
question is no longer pay TV or no pay TV. It is a question as to 
whether you are going to have pay TV on the air waves or over what 
is called a closed circuit or an “air link.” 

Under this system, your TV visual part would be licensed by the 
FCC; is that correct? 

Mr. Sacatu. Yes. 

Mr. Hare. However, you would not require an FCC license for the 
audio part ? 

Mr. Sacauy. If I may, Mr, Congressman, the FCC would have to 
license both, because, as I understand from our counsel, the moment 
you take away the audio we are in a sense depreciating, or the tech- 
nical term is degrading, the program. 
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Consequently, the FCC has to approve it, and this Teleglobe system 
js mentioned in the ground rules recently published by the Federal 
Communications Commission. 

Mr. Hate. You say on page 1: 

The aural signals are not broadcast; they are diverted and sent uncoded 
from the TV station over telephone-type wirelines via central switchboards. 

Does that not mean that they are not on the air waves at all? 

Mr. Sacatu. No; the audio would not be on the air. 

Mr. Hare. Then the FCC would not have anything to do with the 
audio, would it? . 

Mr. Sacauu. According to our counsel, Mr. Krieger and Mr. Jorgen- 
sen, and Mr. Krieger is right here, it is our understanding that it 
would still be subject to FCC regulations. 

Mr. Hate. I will take your word for it. Of course, your sugges- 
tions about educational television are extremely interesting. Who 
would constitute the faculty of a university? Where would you get 
your teachers? 

Mr. Sacati. The most prominent educators in the country would 
have to be enrolled in this project. This is not a project which could, 
for instance, take a minor college and use their faculty. You have 
to give national education in any subject. It must be the leading, I 
would say, teacher in this field. It must be a person who also has the 
necessary television experience who can stimulate the students. 

If I may interject, I saw a few weeks ago Dr. Edward Teller, the 
eminent physicist, on a TV program. This is the type of man who 
should teach physics. That is just an example, Mr. Congressman. 

Mr. Hate. Have you discussed this plan with people prominent 
in the academic world ? 

Mr. Sacautu. As a matter of fact, we have started those discussions, 
but I did not want to go too far or to make it public until I had the 
opportunity of presenting it first before this committee. I felt that 
this committee was actively interested in subscription television and 
we feel that our novel educational project is a new dimension which 
may perhaps have a very active bearing on your deliberations. For 
that reason, we had a few informal discussions with educators and 
we are going ahead very energetically with the discussions following 
these proceedings. 

Mr. Hate. That is all, Mr. Chairman. 

Mr. WituraMs. Mr. Younger. 

Mr. Youncer. Mr. Sagall, does your counsel believe that the Fed- 
eral Communications Commission has the legal right today to au. 
thorize the subscription television tests ? 

Mr. Sacatu. Mr. Congressman, the general counsel of the Federal 
Communications Commission has, of course, thoroughly investigated 
their own powers, and all I can say is that my counsel, Mr. Krieger, 
has told me that he is in full agreement with the conclusions reached 
by the general counsel of the FCC. 

Mr. Youncer. If the tests are granted and take place, will you want 
your system a part of those tests? There is only one application before 
the Commission at the present time, and I believe that is not your 
application. 

Mr. Sacauu. No. 
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Mr. Youncrer. Would you want your system to be tested at that time 
if those tests proceed ? 

Mr. Sagat. According to the FCC regulations, the applications 
have to come from the TV stations. We are in discussions with such 
stations and I hope that in the next few weeks or so we may be able 
to get such applicants. 

T will be v very frank, and we ought to be very frank here, Mr. Chair- 
man; many of the VHF station owners, because of their network af- 
filiations, are very cautious—I will put it very mildly—in making 
applications for pay TV tests. 

For the purpose of the general tests, we would prefer VHF stations, 
but for the purpose of this educational network, we could use UHF 
channels despite the cost of converters, I think that we might ulti- 
mately be able to make it a kind of package deal where the subscriber 
in the home would get his converter also as part of the tuition fee by 
means of pay TV. 

For purposes of the educational work, as I indicated here, when this 
is all fully jelled and when I have the necessary prominent educators 
on the advi isory board, we will urge the FCC indeed to go further than 
they have gone now. Anywhere ‘where a TV station wants to ch: arge 
for providing such educational programs, we would ask the FCC to 
give such permission, It should not be a to any area. It should 
not be limited to four stations in the grade A areas, and so on. 

We think that this educational aspect today is all paramount. 

I need not tell you. Mr. Congressman, that the American public is 
very much worried about what is going on now in education, and I 
do not think Congress will give today billions to build schoolrooms, 
and if you were to give it, you still could not train teachers so quickly. 

Here we have a possibility of getting 1 million schoolrooms and 
using the best teachers available today. I do not think that the FCC 
should impose any restrictions in their action on education, and I am 
sure you, Mr. Congressman, and your colleagues on this committee, and 
ined every Congressman, will give their whole-hearted support to it. 

I apologize for making a long s speech, but I feel very strongly about 
the subject of education. 

Mr. Youncer. To get back to the original question, you will want 
your system to be tested if you can get a station to test it ? 

Mr. Sacatyt. Absolutely. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. Sagatu. Thank you. 

Mr. WituiaMs. Mr. Avery. 

Mr. Avery. I have no questions. 

Mr. WituiaMs. Mr. Alger. 

Mr. Auger. Thank you, Mr. Chairman. 

Mr. Sagall, how old is the Teleglobe pay TV system ? 

Mr. Saati. Mr. Congressman, the Teleglobe pay TV system is an 
infant. It was incorporated in August 1957 following the evolution 
of the system and following the patent application. We filed a peti- 
tion with the Federal Communications Commission on September 16, 
1957 
Mr. Avorr. And this is strictly for education, is that correct? 

Mr. Sacatyu. No. That is in general. 
Mr. Avoer. That is the impression I got from your statement. 
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Mr. Sacauu. No, no. The petition that we filed with the Federal 
Communications Commission is in general and we would like to 
qualify under the general tests. I have only tried to bring out here 
an important subject, education, which could save the UHI stations 
in this country, but we don’t want to limit it to UHF. 

Mr. Atcer. I am thinking specifically of the middle paragraph on 
page 8 where you appeal for pay TV to the FCC on the basis, as you 
say, exclusively for the teaching and instruction, as outlined, in the 
ITU plan. 

You make no mention of anything but education in your presenta- 
tion. 

Mr. Sacatnt, No. If I may draw your attention to the first part of 
the new concept of educational television, in the previous paragraphs 
of course we fully support the decision of the FCC for test trials, and 
on page 5 under “A new concept of educational television,” we start by 
saying “Convinced as we are that competition from pay TV will have 
a beneficial impact on the entire structure of TV programing, we take 
even a stronger view with regard to education.” 

That means we are all in favor of the test for general purpose, en- 
tertainment and such, and we hope to be in it. 

Mr. Auger. You have answered me more fully. 

Now, specifically, if you fail, though, in your petition: to the FCC 
is that when you would fall back to the condition that you have on 
page 8 in which you specifically say that you want this for teaching 
and instruction exclusively ? 

Mr. Sacatt. No. Mr. Congressman, maybe I created confusion, 
for which I apologize. 

Mr. Aucrer. You may have a good point. If you stress that you 
just want it for education you might get attention that the others 
would not. 

Mr. Sacatu. I appreciate it. It is a very enticing factor to me. I 
couldn’t see how anybody could be against education. It is like being 
against sin. 

Mr. Aucer. Have you any patent or protection on your idea? 

Mr. Sacauu. Yes; patent application. 

Mr. Acer. How comprehensive is this patent in protecting you? 

Mr. Sacauu. On the first patent the search has been aedein my 
patent attorney and he was unable to elicit any patents anticipating 
this idea in the granted patent literature. 

Mr. Atcer. Am I correct in assuming that any pay TV using educa- 
tion in this fashion would be subject to your patent ? 

Mr. Sacauu. If they want to use our system of audio separation. 

Mr. Atcer. You mean your type of audio signal ? 

Mr. Sacatu. Yes. Iam assuming this would be the case. 

Mr. Arcer. In other words, you have two ideas. Education and 
your audio system go together in this patent ? 

Mr. Sacauty. No. May Iexplain? 

The patent application as such is covering the Teleglobe system 
of pay TV, separation of the audio signals, and certain gadgetry at 
the switchboard. 

Mr. Atcer. But no education ? 

Mr. Sacaty. No. I doubt that we could get a patent protecting the 
educational system. Indeed, that is why I am saying that the bene- 
fits of this educational idea are offered to everybody. 
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Mr. Aucrer. Do I understand you to say that the student could be 
graded instantaneously by pushing a button on your audio ? 

Mr. Sacatu. We have two more patent applications covering some 
gadgetry and we claim that it will be possible for the student by 
means of our audio wire line to be graded. 

Mr. Aucer. The student won’t even be safe from school at home 
any more. 

With respect to page 8, let me ask you this: Is there any Federal 
money involved ? 

Mr. Sacatx. Mr. Congressman, I knew that I was coming before a 
congressional committee and one of the first things I was very careful 
to point out in the second paragraph on page 8 is the following 

Mr. Aucer. That is exactly what I am looking at. You say you 
become gradually self-supporting. Prior to becoming self-support- 
ing who pays ? That would be your company expense ? 

Mr. Sacatyi. This would be company expenses. There may be per- 
haps some support from foundations, but I am making it very clear 
afterward that this can be put in operation by means of pay TV 
without asking Congress for even a single additional penny for edu- 
cation. 

Mr. Acer. That is the one word that threw me. You said single 
“additional” penny. I wondered additional to what. 

Mr. Sacati. Additional to what the President of the United States 
recently asked. 

Mr. Arcer. That is what I am getting at. So it is Federal money. 

Mr. Sacauu. The President asked for certain educational appropri- 
ations and it isn’t our job to come here and attack those appropri- 
ations. 

Mr. Acer. No, but you are hoping that the Federal money, though, 
if appropriated, would go into educational TV ? 

Mr. Sacatu. No, not in this way. From what I remember, there are 
very definite headings under which the educational appropriations 
asked for by the President are going to be used. Under no stretch of 
imagination could we ask for those funds to give us money to foster 
pay TV. That couldn’t be done. 

Mr. Arcer. You will not think it unkind if some of us don’t want 
Uncle Sam to put money in education ? 

Mr. Sacatu. As a matter of fact, you will have to admit that I am 
one of the very few persons coming to you not asking for money. 

Mr. Areer. I am still back to that additional word. You left the 
door open. You put in the word “additional” and then you admitted 
you were thinking about the President’s request for funds. 

Mr. Sacati. We don’t intend to ask the administration for any 
money. We want every help. We want help from the Secretary. of 
Education, and from the White House, and from the legislators, from 
every Senator and every Congressman, because we think it is a great 
idea. We want, indeed, all the support we can get from all our com- 
petitors in this field of pay TV. Weshould all be united. 

Mr. Aucer. Thank you very much. 

Would you care to tell us just briefly something about your back- 
ground. I am interested in you personally and I asked a moment ago 
whether you were an American citizen, and so forth, only because I 
didn’t know you. 
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Mr. Sacatu. I appreciate it very much and I will refresh my own 
memory on it. I have something here. You will forgive me perhaps 
for not being too modest then when I have to describe myself. 

I was born behind the Iron Curtain and, as we during the lunch 
hour ascertained, I was born within 50 miles of Gen. David Sarnoff’s 
birthplace. ‘That would apply to the first question. 

My family and I when I was relatively young fled from the Bolshe- 
viks paradise. I spent my time studying in Germany and then also 
still in my young fons studying economics in England where I lived 
for many years. 

While in England I happened to become the founder and for many 
years managing director of Scophony Limited of London, England, 
which had, I would say, an international representation in television. 
Indeed, I claim that under my guidance in a nontechnical manner we 
were responsible in the British company for a number of firsts in tele- 
vision. 

One of them was the whole idea of scramble television, which we 
proposed for use in military intelligence for transmission of signals 
from headquarters to frontlines and vice versa. We had to do it, obvi- 
ously, by some method insuring that the enemy could not intercept 
the intelligence, and one of my physicists at that time came up with the 
idea of scrambling. 

That group of patents, I may mention, ultimately was taken over 
by one of the competitive companies in this country. We did not 
think then in terms of pay TV, but we used coding. 

You will forgive me, of course, if, by getting older and more ma- 
ture, we come now to the conclusions that the decoders are a nuisance 
and we can dispense with them in a far simpler and more economical 
manner. 

My company in England was also responsible for the development 
of the dark tracer tube which was used in radar. I came to this 
country in wartime. 

I am an American citizen. I pioneered also in the field of master 
antennas in. this country. I am mentioned in the Television Ency- 
clopedia published by Fairchild’s in New York in 1947 in the chap- 
ter on pioneers. 

I do not want to give again a boost to General Sarnoff, but since 
he has an initial like mine, we are facing each other in that ency- 
clopedia. 

Have I satisfied you, Mr. Congressman ? 

Mr. Arcer. Very well, and I appreciate your telling us this, and 
feel a little bit closer to the testimony you have given today because 
you have. 

Thank you. 

Thank you, Mr. Chairman. 

Mr. Witurams. Mr. Sagall, would you propose that experimenta- 
tion with your system be limited to educational television or educa- 
tional-television stations ? 

Mr. Sagat. No. 

Mr. Wiuut1aMs. That is experimentation with your system? 

Mr. S:aaur. No. 

Mr. WiturAMs. If it were limited to educational-television stations, 
that would remove, I am quite sure, one of the arguments that has 
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been made against the institution of pay television, would it not, in 
that it would be competitive with the other systems? 

Mr. Sagan. Do you mind repeating it, because this I do not quite 
follow. 

Mr. Wuu1aM. If not only your system of pay television, but all of 
them, were limited to educational programs, they would hardly be 


competitive with the regular commercial broadcasts now being made 
free, would they’ 


Mr. Sagatu, You are absolutely right. 

Mr. Witurams. Do you feel that the field of education would be a 
good place in which to experiment with pay television ¢ 

Mr. Sacautx. I think that it is a good place for educational pro- 
grams, for instruction, and for extending the schoolrooms, but at the 
same time, I think that what the American public requires today defi- 
nitely is a competitive system under which some better material 
might come in and that material would stimulate the networks per- 
haps to give better programs. 

If I may, Mr. Chairman, suggest, I have an associate of mine and 
consultant to the Teleglobe Co., who has spent many years in the 
field of broadcasting, and indeed, you may know him. That is Mr: 

John R. Poppele. 

For several years, I believe, he was a member of the board of direc- 
tors of Mutual Broadcasting. He is also a former director of the Voice 
of America, and some of these questions perhaps he would be better 
qualified to reply to, if I may have your indulgence, Mr. Chairman, 

Mr. Porretr. My name is Poppele, Mr. Chairman, and I am the 
gentleman that Mr. Sagall just referred to. 

You asked a question. concerning whether or not, if I understand cor- 
rectly, we preferred the use of the Teleglobe educational system over 
and above the entertainment systems or for the use of the entertain- 
ment? 

Mr. Witit1AMs. No, sir. My question was in effect this: Do you 
believe that a proper experimentation could be made of pay television 
by limiting it to educational television ? 

Mr. Porrerte. I would say “Yes,” but I would say to this extent: 
That it would prove that subscription television has many uses, not 
only limiting it to the field of entertainment, but also extending it into 
the field of educ ation, and we feel, very fr: ankly, if it can be “demon- 
strated that subscription television can be successfully used in educa- 
tion, it has byproducts and eventually will extend itself into the field 
of entertainment. 

Mr. WiiuiaMs. By the same token, so-called free television could 
be equally well used in the field of education, could it not? 

Mr. Porrrtr. Definitely. Except that education, again, is a com- 
modity that someone must pay for, and there are two ways of getting 
it: Either we pay for it or get it through Congress. 

If we get it through Congress, we still pay for it in the form of taxes, 
so the recommendation we have made here was the use of subserip- 
tion television in broadening an educational base. 

Mr. Sacay. If I may add one word, Mr. Chairman, I in this state- 
ment emphasize the fact that for economic reasons many a high school 
graduate is unable to study in daytime. We have to provide college 
programs also in the evening. We cannot get prime time without pay- 
ing for it. 
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The CHamman. Are there any further questions by any member 
of the committee ? 

Mr. Sagall, we appreciate very much your testimony. 

Mr. Sacaui. Thank you very much, Mr. Chairman and the com- 
mittee members, for your patience. 

The CHarrMan. Weare very glad to have had you today. 

The committee will adjourn until 10 o’clock in the morning, at which 
time Dr. Stanton, of Columbia Broadcasting System, will be the 
witness. 

(Thereupon, at 4:30 p. m., the committee recessed, to reconvene 
at 10a.m., Wednesday, January 22, 1958.) 
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WEDNESDAY, JANUARY 22, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to adjournment, in room 
1334, House Office Building, Hon. Oren Harris, chairman, presiding. 

The CHarrMAn. The committee will come to order. 

Resuming hearings this morning, we have with us as our first wit- 
ness, Mr. Leonard H. Goldenson, president of the American Broad- 
casting Co. and Paramount Theaters, Inc. 

It was announced yesterday that Dr. Frank Stanton would be the 
first witness this morning but I understand that under arrangements 
made for the convenience of Mr. Goldenson of the American Broad- 
casting Co., that he would come ahead of Dr. Stanton. 

Before we get to Mr. Goldenson, however, we have our colleague 
with us this morning, the Honorable John F. Baldwin. Mr. Baldwin, 
is one of the Members of the House of Representatives who has ex- 

ressed his interest in this important subject, and I say to our col- 

isu we appreciate your taking the time out from your busy 
schedule to come here and to present to the committee your views on 
this subject. 


STATEMENT OF HON. JOHN F. BALDWIN, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Batpwin. Thank you, Mr. Chairman. I just want to make 
a brief statement. I am in favor and would like to support H. R. 
586, the bill which has been introduced by Congressman Celler, or any 
other similar bill, which would bar the Federal Communications Com- 
mission from issuing licenses or permits for the granting of pay TV. 

I come from a workingman’s district, Mr. Chairman, and I am con- 
vinced, from extensive conversations with people in my district dur- 
ing the fall and from the volume of correspondence I have had on this 
Riiect, that there is an overwhelming sentiment against pay tele- 
vision in that area. The sentiment is basically this: The normal 
workingman who has a hard enough time to make ends meet feels that 
when he buys a television set that is about as much financial commit- 
ment as he is going to be able to make. He feels that if pay TV per- 
mits are granted that only the minority of the people are actually 
going to be able to_put up the additional amount per month that 
would be required in order to obtain the programs that would come 
wider those pay TV permits. Their feeling is the ones who have 
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to depend upon free TV are going to gradually receive inferior pro. 
grams. They are not going to bet the best programs on television 
which they can today since all programs are free. I think that is not 
only the sentiment of the workingman, but it is the sentiment of q 
great number of retired people. 

It is the sentiment of a great number of people who have physical 
disabilities, people who are forced to live on a limited amount of 
revenue, a limited amount of pension income or disability compen. 
sation payments. Those very people, the people who need the right 
to see television the most, because they have limited other diversions, 
are the very people who feel that if pay TV permits are granted the 
are the ones who are going to be barred from seeing the best there 
is on TV because they won’t be able to make the additional payments 
required to see them. 

Their feeling is that this means they will just get the leftovers, 
They will get the least desirable programs. That sentiment is s0 
basic and predominant in the area I represent that I felt compelled to 
appear before the committee to make known the views of the people 
I represent, in favor of legislation that would bar the granting of 
permits for pay television. 

The CuatrmMan. Thank you very much, Mr. Baldwin. 

Are there any questions by any members of the committee? 

Mr. Arerr. Mr. Chairman, I simply want to assure my colleague 
that while I was not here when you started, I will make a point of 
reading the full text of your remarks and am certainly pleased that 
you have taken the time to appear. 

Mr. Batpwin. Thank you. 

The Crarrman. We appreciate having you before the committee 
this morning. 

Mr. Batpwin. Thank you, Mr. Chairman. 
The CuatrmMan. Mr. Goldenson, you may proceed. 


































STATEMENT OF LEONARD H. GOLDENSON, PRESIDENT, AMERICAN 
BROADCASTING-PARAMOUNT THEATERS, INC. 


Mr. Gotpenson. Thank you, Mr. Chairman. 

My name is Leonard H. Goldenson. I am president of American 
Broadcasting-Paramount Theaters, Inc. We operate the ABC tele- 
vision network and television stations located in New York, Chicago, 
Detroit, Los Angeles, and San Francisco. Each of these cities with 
the exception of Detroit is eligible for pay TV trial operations under 
the Commission’s recent order. 

We have stated our opposition to pay TV on many occasions. Ou 
reasons are explained in statements filed before the Senate Inter- 
state and Foreign Commerce Committee during hearings held in 
April 1956 and before the Federal Communications Commission. 

We have also opposed the Commission’s plan to authorize pay TV 
on the trial basis. I have submitted to committee counsel for dis 
tribution to members of this committee copies of our comments dated 
July 8, 1957, and reply comments dated July 22, 1957, which we filed 
in response to the Commission’s proposal to authorize pay TV ona 
trial basis. 

Rather than repeat our position on trial authorizations in full detail 
in this statement, I believe that it would be preferable if I were to 
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summarize it briefly and respectfully request that you make our com- 
ments and reply comments a part of your record. 

Our position is: 

1. Pay TV will supply little, if anything, that the public does not 
receive today on free television—and with each succeeding season 
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hysica] | television expands its already rounded program service. 
unt of | 2% If pay TV succeeds, the programs now seen on free TV will 
ympen- | move to pay TV. The public will be the loser, for it will be forced 
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to pay for programs it now sees free. 

3. Those who will suffer most will be people in the lower and middle 
income groups, those who can least afford to pay. These are the ones 
to whom a television set is a means through which they can bring 
their families into contact with everything which is most exciting in 
the whole field of entertainment, sports, news and information, and 










tovers, | public affairs—indeed, the whole gamut of our activities as a nation. 
t isso} 4. The Federal Communications Commission was created by Con- 
led to | gress to develop and foster our American system of free radio and 
people | free television—not to authorize or encourage another system which 





could lead to its destruction, without first ascertaining the will of 
Congress. 
5. Irrevocable changes should not be made in the system which the 
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af Commission was established to aid and develop until the Congress 

league | expresses its will. 

int of 6. Commission experience demonstrates the difficulty of turning the 

d that | clock back after interests become established, after the public has relied 
upon the Commission’s action, and after substantial expenditures have 
been made. 

mittee 7. Congress should not be bypassed on matters of basic national 
policy. 

The above outlines the position we have taken before the Federal 

Communications Commission. We believe that the Commission’s 
action authorizing pay television on a trial basis would, if fully im- 

RICAN | plemented, result in the establishment of pay television for all practi- 
cal purposes even though it is supposedly on a trial basis. And this, 
we believe, would lead to the destruction of free television. 

I have spent most of my adult life in the entertainment business 
erican | dealing with program packagers, producers, performers, and agents. 
’ tele- | These people are naturally interested in obtaining the maximum 
leago, | price for their products and services. This is not said critically. Peo- 
; with | ple in the entertainment business are no different from people in any 
under | other business. This being the case I am convinced that a pay TV 

system would soon strip television of its most popular programs by 

Our} the sheer weight of its bidding power. 

[nter- Let me illustrate this by saying that the producers of programs 
Id im} would favor charging 1 million homes 50 cents apiece with a gross of 
ion. . $500,000, to charging 10 million homes 1 cent apiece or $100,000—a 
y TY typical charge to advertisers. It can readily be appreciated that the 
r dis | potential of pay TV—if it works—would make it almost irresistable 
dated | from a profit standpoint. 
filed Under our present system of free television the public can now re- 
ona | ceive a wide and varied selection of programs—dramatic, musical, 
sports, public affairs, discussion, and news. The fact that the public 
letail 
re to 


| 








372 SUBSCRIPTION TELEVISION 


would be charged for the programs on pay television is no assurance 
that the quality of television programing would improve. 

Nor is there any assurance that pay-television programs ultimately 
would not carry advertising. If this occurred, the American people 
would pay for exactly what they now receive free. But would they 
continue to receive the public service programing now provided by our 
present system ? 

Our present system enables free television to bring to its audience 
political conventions, congressional hearings, Presidential addresses, 
and other special ev ents of national importance. This is made pos- 
sible only by the nationwide interconnection facilities of the networks, 
These facilities also play a highly important role in our national 
security. 

Free television also donates time for thousands of public service 
announcements for charitable promotions, Treasury bond sales, 
Armed Forces recruiting, and similar drives. 

The revenue which networks receive from commercially sponsored 
programs makes possible the presentation of public service program- 
ing which individual stations on their own cannot afford. Any sig- 
nificant threat to the economic base of free network television threatens 
this programing, at a time when it is more important than ever to 
have an informed and alert citizenry. 

There are approximately 47 million television receivers now in use. 
These receivers represent a multi-billion-dollar investment by the 
American people, an investment made in reliance upon the continua- 
tion of free television service. It would be a flagrant breach of faith 
to change the fundamental concepts on which our system is based, a 
change which would create classes of viewers based not on choice but 
on ability to pay. 

The inability of a network to broadcast its program in markets 
where scarce facilities are used for pay TV programs, would make free 
television programs unacceptable to national advertisers and cause 
their cancellation throughout the country. As this occurs, the eco- 
nomic base of television adv ertising would dry up and this in turn 
would result in the end of free television. 

This problem could be presented by a “trial” of pay TV even though 
restricted to markets with four services. Let us take an example 
familiar to all of you, Washington, D. C., one of the markets in which 
tests may be authorized. 

Channels 4, 5, 7 and 9 are assigned to Washington. These are all 
the VHF channels which can be assigned. Today, Wednesday, your 
local papers carry the evening program for these channels and you 
are no doubt familiar with many of the programs listed. 

Assume 1 year from now that we have pay TV in Washington. Pay 
TV programs could well replace free TV programs you can see to- 
night. For example, on channel 7 in the prime evening hours, 7: 30 
to 10:30, you can see programs ranging from Disneyland to the 
Wednesday Night Fights. 

If channel 7 were devoted to pay TV during those hours, none of 
these programs will be listed in your paper; the channel would be 
blacked out unless you paid. If 2 of the stations in Washington 
devoted their prime evening hours to pay TV, there would be only 
2 stations left to accommodate the free programs now provided by the 
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gnetworks and other program suppliers. That is what pay TV could 
mean to Washington. 

We cannot believe that Congress will permit the destruction of 
our present TV service, or that the American people would tolerate 
its destruction; nevertheless, it is incumbent upon us to state what 
our position would be in this unlikely event. 

We are strongly committed to continuing our growth as a free 
television network with the programing bill paid by the advertiser, 
rather than by a limited segment of the public. This position is based 
upon an evaluation of our own business position as well as the public 
interest. 

We know that we may expect an increasingly successful network 
operation under the present system of free television. The growth 
of the ABC television network, which in 1957 provided 100 million 
television listening hours a week to the American public compared 
with 50 million in 1955, is dramatic proof of this 

In the event, however, that pay TV were to become a successful 
reality with the resulting deterioration of free television, we would 
be obliged, as a matter of self-preservation, to enter the pay TV 
field, and our experience and know-how in the entertainment field 
should enable us to take a leading position should this occur. 

Nevertheless, we prefer to continue to serve all the American people 
with a constantly growing and improved program service rather than 
depend on a small portion of the public for a possibly higher profit. 

We will, therefore, continue to operate as a company under either 
the present free television system or a substituted pay television sys- 
tem. We cannot say with any certainty at this time which system 
would provide the most benefit to us, since there are too many un- 
knowns in the pay television picture. However, we do know which 
system will give the most benefit to the American public. 

The Commission and the proponents of pay TV have stated that 
it is in the best American tradition to give pay TV a test. To permit 
such a test is equivalent to starting an epidemic to test a new vaccine. 
Once the epidemic has started, it cannot be controlled. Even limited 
3-year tests, because of the investment required, would create economic 
interests which once established would be virtually impossible to 
dislodge. 

The suggestion that this investment and established viewing habits 
developed over a 3-year test period would not virtually require final 
approval by the Commission is unbelievable. Past Commission ex- 
perience is directly to the contrary. The existing VHF-UHF dilem- 
ma is a Classic case in point. 

The fundamental precept of the Communications Act is operation 
in the public interest. Clearly, the public interest cannot and would 
not be served by the destruction or weakening of our present system. 
In the last analysis, when you cut through all the arguments for and 
against pay television, it is inescapable that what is proposed is a major 
reshaping of our national policy in the field of broadcasting. A 
matter of this magnitude, with its far-reaching implications, should 
be one for congressional rather than administrative decision. 

I do not venture to suggest to this committee what specific action 
might be taken on the several pending bills dealing with this subject. 
However, I do believe that this committee should make known to 
the Federal Communications Commission that no authorization, trial, 
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or otherwise, should be granted pending your determination of our 
national policy. The question is whether the people will be deprived 
of free television. The decision is yours. 


The CuarrMan. That completes your statement, does it not, Mr, 


Goldenson ? 

Mr. Gotpenson. Yes, sir. 

The Cuatrman. Mr. Dollinger. 

Mr. Dotiincer. No questions. 

The Cuarrman. Mr. Heselton. 

Mr. Heserron. No. 

The Cuarrman. Mr, Jarman. 

Mr. Jarman. No. 

The Cuarrman. Mr. Beamer. 

Mr. Beamer. No. 

The Cuatrman. Mr. Bush? 

Mr. Busu. I have only one question. If this subscription television 
is put into effect, would you be interested in having an applicant par- 
ticipate in it from the beginning ¢ 

Mr. Gotpenson. No. 

Mr. Busn. Even though you are against it as of now / 

Mr. Gotpenson. No, we would not be at the beginning. 


Mr. Busu. But you do state in your statement that you might be 


forced to get into it, and then you would. 

Mr. Gotpenson. From a competitive standpoint; yes. 

Mr. Busu. That is all. 

The CuatrmMan. Mr. Schenck. 

Mr. Scuenck. I have no questions. 

The CHatrMan. Mr. Younger. 

Mr. Younger. Yes, Mr, Chairman, I believe I have two questions. 

Mr. Goldenson, do you actually believe that the viewers of television 
will pay for programs that are now given to them free / 

Mr. Gotpenson. I do not think so, except for a few people. In 
others words, a sniall percentage of the public would—those that could 
afford it. The average person I do not think can or would. 

Mr. Younger. So if they did not give something besides what is 
given to them free, the system would pretty much fail; would it 
not ? 

Mr. Gotpenson. Not necessarily. What could happen with pay 
TV isthis: For instance, here is TV Guide this morning in Washing- 
ton, D.C. It has Caesar and Cocoa on the front page. This program 
is starting on Sunday night. If only 3 percent of the setowners— 
there are 45 million sets approximately—if only 3 percent of these, 
or 1,200,000 sets could pay 50 cents, the program would make $600,- 
000, Yet this program may well be seen by over 10 million homes 
or over 35 million people— free this Sund: ay night. Al) that we pay 
for this on free television—all the advertiser pays is $100,000. If 
that program were on pay TY it would not be seen on the head of 
TV guide and would not be seen by 35 million people. It could only 
be seen by perhaps 3 mi!lion people who pay. But the producer of 

this event and the talent would receive 6 times as much money on only 
1,200,000 homes. I think that brings it home dramatically. 
Mr. Youncer. Then you are basing it on the fact that pay televi- 


sion would take the existing programs away from the stations or the 
networks, 
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Mr. Gotpenson. The top programs. 

Mr. Youncer. They would take the top programs. 

Mr. Goipenson. Free television, in my judgment, could not exist 
on mediocre programs. 

Mr. Youncer. If pay-television tests were permitted and regulations 
were made prohibiting pay television from show ing any existing pro- 
gram or any program that has been shown or is being shown at the 

present time on pay television, would you still be against it? 

Mr. Gotpenson. Maybe not. That would exclude sports from 

ay TV. All the important sports events are seen free on television. 

ractically all the great artists are appearing on free television, other 
than the ones that may develop over a period of years. Of course, the 
entertainment business does not remain static. Stars are created over- 
night. If a person were to become a great star after this day on free 
television and had a chance to make more money on toll TV, he would 
betaken away. If all the things that were now on free television were 
to remain on free television at this particular moment, there would be 
no concern today. That does not speak of what w ould happen to- 
morrow. 

Mr. Youncer. That is all. 

The Cuatrman. Mr. Alger. 

Mr. Arcrer. Thank you, Mr. Chairman. Mr. Goldenson, do you 
think that the Federal Communications Commission has the jurisdic- 
tion to grant the test trial ? 

Mr. Go.tpenson. Our attorneys feel not. I believe the comments 
that we have filed in the form of a brief support that. 

Mr. Aucrer. You mean in addition to this statement before this com- 
mittee ? 

Mr. Gotpenson. Yes. I filed a statement with the counsel for this 
committee, and that will be distributed to each of you. 

Mr. Arcer. Do you recognize that pay TV might be hard to sell in 
the living room of a home that has never had anything but free TV ? 

Mr. Gotpenson. I do. 

Mr. Avcer. And this is necessary before they can even have the test, 
isit not ? 

Mr. GotpEenson. That is true. On the other hand, as I said before, 
avery limited number of people could subscribe to toll TV and take 
the event from free TV, just as I explained on the Caesar-Coca show— 
1200,000 homes paying 50 cents would give Caesar-Coca $600,000. 
All that the advertisers pay for this is $100,000; $45,000 for the pro- 
gram and $55,000 for the time charges. 

Mr. Atcer. Is it not possible that the people might boycott it eco- 
nomically by not being able to pay for all the pay TV they would like 
tohave? 

Mr. Gotpenson. I can only say that the great mass of people are 
against it. ABC had a program—a debate, on the subject of pay 
TV—on Open Hearing last January 19, I believe. We have had 
484 replies already that have come into our Washington news office 
and approximately 473 replies in the New York office; 95.6 percent 
of the letters that have come into New York are against pay TV and 
about 97 percent that have come into W ashington are against it. 
These are letters coming from all over the country. This conforms 
pretty much with the TV Guide poll that was conducted throughout 
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the United States that shows that about 97 percent of the public ay, | M 
against pay TV. price 
Mr. Auger. This makes it tough on Congressmen who hear from } up ¥ 
constituents who, at first blush, do not want pay TV. Yet there may} M 
be in our minds the feeling that the FCC cannot very well deny the | tem 
test trial. Can you see that dilemma that we face? If y' 
Mr. Gotpenson. I can see the dilemma, but I do think, in the public | get ) 
interest, the endangering of the free system of television is such that | and 
you are very well taken out of that dilemma. I think if you alloy | free. 
the test—and the only way you can really make the test is in the 1g} med 
to 20 cities you have allocated—with tremendous investments that | gett 
would be necessary to make the test, I believe that during the teg | stop 
period it could very well destroy the free-television system. you 
Mr. Atcer. You stated that it is irresistible from a profit stand. | tee 
point. M 
Mr. Gotpenson. To the producer of the event. mS 
Mr. Arerr. Of course. 
Mr. Gotpenson. Yes. on t 
Mr. Auger. Do you think, that being the case, that this is not some. M 
thing of an irresistible trend that is going to have to be tested, or do the 
you say we must pass a law right now to prevent it ? tem 
Mr. Gotpenson. That would be my feeling; yes. As I say, I am not | V5! 
telling the committee what they should do. ‘That would be my per. dor 
sonal opinion. M 
Mr. Arcrer. You made your statement clear. You stated on page §, T 
“We do know which system will give the most benefit to the Ameri- M 
can public.” We know you have a vested interest in the status quo, T 
the way it is right now, even though you have said that you could go v 
into pay TV. So, necessarily, we have to take your statement with like 
a grain of salt. You do have a vested interest. Do you believe, then, M 
that there should be legislation from us, or would it make it more dou 
palatable to you to have legislation from Congress, controlling the y 
prime time, as, for example, a 15-percent limitation of total time as s 
the FCC has stipulated in their first report? Does that make it more s 
palatable to you? : 
Mr. Gotpenson. When you say more palatable, how are you sug: \ 
gesting that it be regulated? Iam not quite sure I understand. 5 
Mr. Acer. I do not know, either, what the FCC will come out nf 
with. In their first report, they stated that there would have to be : 
so many hours of free time by a station before they could have pay ee 
TV. Would this be a protection or not, in your view? all 
Mr. Gotpenson. It depends on what time was allocated. If the tele 
prime times in the evening were allocated to toll TV, if you took at 
off 20 of the top programs that now appear on free television, you rm 
could very well reduce to mediocrity free television overnight by il 





those 20 important programs being put on toll TV during the prime 









hours of the night. The public would get the impression that free h 
television has nothing but mediocrity and would stop looking at it. | 
When they stop looking at it, advertisers stop supporting it, and it 
falls of its own weight. 1 

Mr. Axager. It was stated yesterday by Mr. Sarnoff that the aver- : 
age family watches TV something like 5 hours a day. ; 





Mr. Goipenson. Better than that. 
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Mr. Auger. Since the average family cannot begin to pay a high 
price for pay TV for 5 hours a day, are you saying they will give 
up watching TV other than just the pay TV they can afford? 

Mr. Gotpenson. My judgment is that it is a question of the sys- 
tem being able to maintain itself. You have a problem of economics. 
If you take away from free television the important programs that 
get your highest rating and your greatest circulation for advertisers, 
and you put those on toll TV, you thereby reduce the circulation of 
free television to the advertiser. Your programs, therefore, become 
mediocre on free television and eventually when the advertiser is not 
getting the circulation that he heretofore was getting before he will 
stop supporting it. Your programs will get more mediocre because 
you will not be able to afford to give top programs of any nature on 
free television. So therefore the system destroys itself. 

Mr. Aucer. I am very concerned about the logic of your reason- 
ing. There may be something to it. I have one last question. 

Do you admit that there is a possibility that pay TV might serve 
om the contrary just as a stimulus to better free TV programs? 

Mr. Gotpenson. Offhand I do not think so. When I see the way 
the program people and the people interested in television are at- 
tempting to bring anything that 1s conceivably possible to free tele- 
vision, and the ingenuity which is being used for that purpose, I just 
do not see how pay TV would stimulate us more. 

Mr. Aucer. I appreciate your answers. Thank you. 

The Cuamman. Mr. Loser. 

Mr. Loser. I believe not, Mr. Chairman. 

The CuatrMan. Mr. Beamer. 

Mr. Beamer. Mr. Chairman, I passed the first time, but I would 
like to ask one question. 

Mr. Goldenson, your organization along with all the others un- 
doubtedly has certain public-service programs. 

Mr. Gotpenson. Yes, sir. 

Mr. Beamer. News broadcasts. 

Mr. Gotpenson. Yes. 

Mr. Beamer. And features of that type. 

Mr. Gotprenson. Yes. 

Mr. Beamer. Could you project yourself into the future and make 
aguess what would happen to that type of program if we had pay TV ? 

Mr. Go.tpenson. If we had pay TV in my opinion that type of pro- 
gram, to the extent that it is now done, would necessarily have to 
fall by the wayside, too. Asa result of the profit we can make on free 
television, we are carrying a great number of public-service programs 
at a rather large cost to the respective networks. If the cream is 
taken off of free television by moving the better programs over to toll 
TV, free television therefore would not be able to support the kind of 

ublic service that is now being furnished to the American public. 

herefore, you would suffer, in my judgment, on public-service pro- 
grams if the free television system were to be weakened. 

Mr. Beamer. And at particularly desirable hours. 

Mr. Gotpenson. Yes, I would think so. 

Mr. Beamer. That is all, Mr. Chairman. 

The Cuatrman. Are there any other questions? 

Mr. Youncer. I have just one. The program that you just men- 
tioned, has that been on your network right along? 
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Mr. Gotpenson. What is that, sir? Or 
Mr. Youncer. The one you just mentioned. ticul 
Mr. GotpEnson. No, it was never on our network. It was on NBC} stan 
until last year. Caesar and Coca were on NBC a number of yeay} 600) 
together. Last year Caesar alone was on. In open competition we met! 
these people a few months ago and they will go on the air this Sunday paid 
night. that 

Mr. Youncer. You siphoned it away from them ? is 1n 

Mr. Gotpenson. No, I would not say that they were siphoned away,| to th 
This was in open competition. by a 

Mr. Younger. You siphoned it away on open competition. M 

Mr. Gotpenson. Yes. M 

Mr. Younger. They can pay more for it than the NBC wanted tol} 9% 

Mr. Gotpvenson. No, I don’t think so. We just happened to be] img 
fortunate that they wanted to come with us. tors 

Mr. Youncer. NBC is not going out of business on account of M 
losing that program ? y 

Mr. Gotpenson. No, not a bit. stat 

Mr. Youncer. That is all. ) 

The Cuarrman. Mr. Avery. pro 

Mr. Avery. Mr. Goldenson, I am sorry I did not get to hear your} Wit 
statement. My question will be one of a general nature. Let me make| ®%k 
this statement referring back to one statement you did make, that you \ 
felt that if the premium time was preempted by pay TV, the conven- dea 
tional viewing habits of the American public would considerably shift } 01 
to the point where free TV would not have any viewers, and therefore 
you would lose your commercial advertisers. } 

Mr. Gorpenson. The system would break down. | 

Mr. Avery. It was testified here the other day that the industry as | 8‘ 
we know it currently is facing quite a crisis because for sustaining pro} P™ 
grams they have to depend on old films to use up time because it can} ™ 
be done without very much expense and that reservoir has just about | >Y 
become exhausted. These films date back now to 1936 or 1937 or some | 4 
long time ago. Would you like to comment on that? Is the industry |" 
facing dangers from that aspect ? ge 

Mr. Gotpenson. My opinion is that the television industry should |. ; 
not be dependent on old programs released from other industries. I th 
think television has its own vitality and can develop and will develop | %Y 
its own vitality. I think you would find that the television networks 
generally have not used old films as a basis for programing in prime 
time. This is used basically by local stations for local programing. 

Mr. Avery. Let me get that straight. You say primarily those old 
films do not emanate from a network facility. They are used on a local W 
network basis. 

Mr. Gorpenson. They are generally used on local programing, not 
network programing. AsI said at the beginning, my judgment is that tl 
the strength ‘of television should not ever be dependent on things that | 
are made by other industries. Television in my opinion has and will i 
continue to develop its own vitality in programing that is new, is fresh h 
and will give to the American public at all times something new. That “ 
is the way, in my opinion, the strength of television will develop. ‘ 


Mr. Avery. I concur with your views on that. I hope it proves out 
to be that way. 
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One more question, and I am not very well informed in this par- 
ticular area. I hope I can intelligently ask my question. As I under- 
stand on the major networks on their must-buy time, it includes 59, 
60 or 43 stations—shall we call them key stations in densely populated 
metropolitan areas—those programs on that number of stations are 
paid for usually by large corporations selling a certain product. If 
that program is to be carried beyond the stated number of stations, it 
jsincumbent upon a station in that area to go out and sell that program 
to the distributors of that particular product in that area as prescribed 
by advertising agencies, I believe, is that not correct? 

Mr. GoLpEenson. That is right. 

Mr. Avery. My question is this, and let us get it down to specifics, 
so we will all know what we are talking about, General Motors is sell- 
ing Chevrolet cars. I presume the Chevrolet division of General Mo- 
tors pays for that program ? 

Mr. GotpEenson. Yes. 

Mr. Avery. We get a station beyond the must-buy category, the 
station manager must sell that time to Chevrolet dealers in that area. 

Mr. Gotpenson. If the national advertiser has not ordered the 
program for that particular market. A local station that is affiliated 
with the network would then try to go to the Chevrolet dealer and 
ask him to put it on his station, too. 

Mr. Avery. That is the point I want to come to. All the Chevrolet 
dealers are paying for the 60 stations or whatever the must-buy sta- 
tionsare. ‘That is all, Mr. Chairman. 

The Cuarrman. Mr. Alger, do you have ano‘her question ? 

Mr. Auger. Yes; just one, Mr. Chairman. 

You reject the argument presented by Mr. Landis several days 
ago in which he said, speaking for pay 'T'V, that only that box office 
programs were their interest. Do you reject the idea that supple- 
mental programs other than what you now present cannot be offered 
by pay TV, as for example first run movies, sport events that you 
do not now telecast generally, and programs of a box office nature 
that would be in addition and would offer something people cannot 
get now through the existing networks? If that a possibility ? 

‘Mr. Gotpenson. My judgment is that there are not enough good 
things available that are not now offered to support a pay television 
system. 

Mr. Aucer. And pay TV would siphon off other programs? 

Mr. Gotpenson. That is right. 

Mr, Arerer. Thank you, sir. 

The CuarrmMan. Mr. Springer. 

Mr. Sprincer. Mr. Goldenson, have you read the statement of 
Walter O'Malley, president of the Los Angeles Dodgers ? 

Mr. Gotpenson. I have not. 

Mr. Sprincer. Without quoting him verbatim, in substance he said 
this, that he did not want to enter into a contract of any permanent 
nature with television until subscription television is proven. That 
Is in substance what he said. This is the first concrete example that 
has come to my attention of an intention of a great entertainment 
medium to go immediately to subscription television. Do you know 
of anybody else that said that same thing ? 
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Mr. Gotpenson. Yes. I know a lot of people in the motion-pic. 
ture business that very well might hold off letting their picture go 
to free television if they saw an ‘opportunity to go to toll TV. 

Mr. Sprincer. Without knowi ing exactly how much money the Los 
Angeles Dodgers could make on subse ‘ription television over what they 
could make with free television, I did take the opportunity to investi- 
gate approximately what would have been made from San Francisco- 
Detroit Lions football game 3 weeks ago last Sunday, which I saw 
for the whole 60 minutes. The person with whom I talked—lI think 
he knew what he was talking about because he is in professional foot- 
ball and knows costs—that if the game broadcast rights of $200,000, 
if they paid that much to whoever the sponsor was, and I do not 
recall—it was this man’s estimate that had that been on subscription 
television that they could have had $2 million because it would have 
been viewed by somewhere between 15 million and 20 million people. 
That would not mean that many sets, but the probabilities are at 2 
million sets at a dollar apiece that could have made $2 million. 

Mr. Gortpenson. Yes, but the point is this: In the public interest 
perhaps 2 million people could afford to pay that, whereas that pro- 
gram very well may have been watched by ten or eleven or twelve mil- 
lion homes. So, what you are doing is depriving eight or nine million 
homes that now see that program from the opportunity of seeing it. 
If you multiply those 9 million homes that did not see that program, 
because they could not afford it, by 2 to 3 people per set, you are de- 
priving approximately twenty-five or thirty million people in the 
United States that now see that program free from having the Op- 
portunity of seeing it. I think that dramatizes the thing very simply. 

Mr. Sprrnerr. Let us develop it a little further. It is almost a 
certainty, then, that this large entertainment field which is baseball 
and football and other large athletic events in the professional field 
will undoubtedly go then to pay TV immediately. 

Mr. GotpEenson. No question about it. 

Mr. Sprincer. Therefore, you are going to have that field from the 
very inception of pay TV on a large se ale dis: appearing from the free 
field. 

Mr. Gotpenson. There is no question about it. 

Mr. Sprincer. There does not seem to be any doubt about it. 

Mr. Gotpenson. No doubt about it. 

Mr. Spertncer. Either the people for or against pay TV are agreed 
on it. 

Mr. Gotpenson. No question about it. All of our top programs 
will go in addition. I have been in the entertainment business 25 
years. We, as well as CBS and NBC, have some top stars under ex- 
clusive contracts. If toll TV comes along, these artists, and right- 
fully so, for their own personnel interests, will leave free TV, if they 
have a chance on a given evening to make a million dollars through 
toll TV in contrast to making ten or fifteen thousand dollars today on 
free TV. CBS, NBC, and ABC, please believe me, will not be able 
to keep them on free television. 

Mr. Sperincer. So then it is your considered opinion that in addi- 
tion to athletic events a very large portion of the professional stage 
and screen acting potential will probably move to the more profit: able 


field. 
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Mr. Goipenson. There is no question about it. Thereby you en- 
danger the whole free system of television, because if you reduce 
free television to mediocr ity which is exactly what you are doing—you 
are siphoning off the important events—you destroy the free system 
of television as established in this country. 

Mr. Sprincer. That is all, Mr. Chairman. 

The Cuarrman. Mr. O’Brien. 

Mr. O’Brten. I have no questions, Mr. Chairman. 

The Cuarrman. Mr. Hale. 

Mr. Hae. No questions. 

The Cuarmman. Thank you very much, Mr. Goldenson. We ap- 
preciate your appearance. 

Mr. Gotpenson. Thank you for the opportunity. If you would 
like to have these letters that came in on the Open Hearing show, 
which was a discussion of toll television versus free television, we 
will be glad to make them available to you. 

The Cuarrman. We do not care about all the letters. You may 
file the results with us. As a matter of fact, we have several boxes 
of letters back there now. 

Mr. Gotpenson. Thank you, gentlemen. 

(The information is as follows :) 


AMERICAN BROADCASTING Co. 
INTERDEPARTMENT CORRESPONDENCE 


To: Mr. Ed Shelton. 
From: John Secondari. 
Date: January 21, 1958. 
Subject: Open Hearing fan mail. 
Follows a breakdown of fan mail re Open Hearing of January 12 received 
in the ABC Washington News Bureau: 


Date Against | For pay TV 
pay TV | 


Jan. 14 41 | 
Jan, 15 148 
Jan, 16 | 

Jan, 17 
Jan, 20 
Jan. 21 1 

1 cette phat esbedebsaiinictsi 


Total | 466 | 18 


Grand total 484 


The Cuarrman. The statements you referred to at the outset of your 


testimony will be placed in the files for the information of the com- 
mittee. 


(The statements are in the committee files. ) 

Mr. Hesevron. What is the title of the program to which you just 
referred ? 

Mr. Gotpenson. Open Hearing. 

Mr. Hesevron. I have seen excerpts of that program. If the letters 
are to be made available, it would be helpful to the committee to have 
eeript of the program itself. Otherwise, the letters mean very 
ittle 


Mr. Gotpenson. We will be delighted to do that. 
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Mr. Hesetton. Thank you. 

(The transcript referred to is filed with the committee. ) 

The Cuatrman. Thank you very much. 

At this time, if we may deviate just for a moment from the schedule 
of witnesses, I would like to recognize the presence of our colleague 
from Ohio, Mr. Ayres. He has expressed an interest in this question 
of pay TV and would like to have the opportunity to insert his re- 
marks and views in the record. 


STATEMENT OF HON. WILLIAM H. AYRES, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OHIO 


Mr. Ayres. Thank you, Mr. Chairman. I am against this idea of 
slot machine payment for television programs. I have found out that 
the vast majority of the people in my congressional district are against 
it. I would like your permission to insert my findings on various polls 
taken throughout the country. 

The CrHarrman. Thank you, Mr. Ayres. We appreciate the time 
you have taken to come here, and your statement will be included in 
the record at this point, together with the remarks you have just 
made. 

Mr. Ayres. Thank you. 

(The information is as follows :) 


STATEMENT OF REPRESENTATIVE WILLIAM H. AYRES 


I appreciate the opportunity to appear before this distinguished committee 
to urge expeditious and favorable action on the bills introduced to prohibit the 
charging of a fee to view telecasts in the home. 

The Committee on Interstate and Foreign Commerce has a very great 
responsibility to the Congress and to the American people with regard to the 
question of subscription television. Forty-two million families, out of approxi- 
mately 50 million families, own television sets today. These people bought 
these sets with the beiief that they would be able to see and hear entertainment 
without a further charge. If the average American family is subjected to pay 
television, it will have to rearrange its entire budget. It has been estimated 
that the cost on an annual basis could approximate $475. Just think of the 
impact this would have on the family purse. In essence, the American public 
would be paving for a big financial bonanza which would be reaped by the few 
private promoters of pay television. To me, it appears that the promoters 
are simply using a public medium for the private distribution of television 
programs. 

From my observations, present television is supplying first run movies, Broad- 
way plays, and championship athletic events which the pay proponents say they 
will supply. Actually, what will pay television supply but a price tag to be 
borne by the American public? I would like to be shown that free broadcasting 
is not fulfilling its function or in alternative that a system of toll television 
ean do so in a more eflicient manner consistent with the rights of the whole 
public. 

The proponents of pay television make flowery claims that they will be able 
to present specialized programs, such as opera, Shakespearean plays, to limited 
audiences, However, it is plain economics that these private companies in this 
business for profit are going to provide programs which the majority of the 
public want and will pay to see—be they operas or westerns. In other words, 
they would present the same programs we have today which the public demands. 
This is true in all areas of the entertainment field. 

There have been claims that programing will be free of advertising. How 
long do you think such a medium as television could remain devoid of com- 
mercials? What is there to prevent a station or network from selling time? 
We would be naive to think that advertising with its extra revenue can be kept 
out of television. 
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The committee has only to look at the various polls taken throughout the 
country to see if the public wants pay television. After all, the public is the 
real party in interest in this case. 

For example, in a recent poll conducted in 10 cities by Broadcasting, the 
weekly television and radio magazine, revealed 66.6 percent of the 1,409 people 
interviewed against pay television and 33.4 percent for it. 

A mail poll conducted by KSBW-TYV Salinas and KSBY~TV San Luis Obispo, 
both California, turned up these results: 5,002 viewers against subscription 
television, 4 in favor of it. 

A mail poll conducted by Senator William Langer, Republican, of North 
Dakota, among residents of Bartlesville, Okla., where a wire movie system is 
operating, turned up these results : 1,930 against subscription television, 163 for it. 

A mail poll conducted by TV Guide among its readers turned up these results: 
43,361 (96.65 percent) against subscription television, 1,527 (3.45 percent) for it. 

A poll conducted by the Houston Post indicated 856 people against pay tele- 
vision, 163 for. 

A poll conducted in Minnesota indicated 72 percent of the people against toll 
television. 

A poll conducted by the New York Herald Tribune indicated 76 percent of the 
people interviewed against toll television. 

A Gallup poll shows 49 percent against turning a few channels over to pay 
television, 36 percent for. 

I am sure that many other polls taken have followed the trend of those which 
I have mentioned. As you gentlemen can see, the idea of “slot machine” pay- 
ment for television programs has been assailed overwhelmingly by the public. 
I cannot see Congress favoring pay television when more than 9 out of 10 people 
oppose it. It is the duty of the Congress to legislate against pay television so 
that there will be no ambiguity as to whether the Federal Communications Com- 
mission has the authority to conduct trial tests or to ultimately authorize regular 
subscription television. 


The Cuatrman. The next witness will be Dr. Frank Stanton, presi- 
dent of the Columbia Broadcasting System. 


STATEMENT OF FRANK STANTON, PRESIDENT, COLUMBIA 
BROADCASTING SYSTEM 


Mr. Stanton. Thank you, Mr. Chairman. 

The Cuamman. Mr. Stanton, we are glad to have you this morning 
and to hear your views on the question of pay TV. You also have 
been before this committee heretofore, and we always welcome your 
testimony and view. 

Mr. Stanton. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my name is Frank 
Stanton. I am president of the Columbia Broadcasting System. 

In the interest of conserving the time of this committee, I ask per- 
mission to submit for the record the comments that we have filed in 
the pay television proceedings before the Federal Communications 
Commission. 

I also ask permission to introduce into the record an analysis of pay 
television, Free Television and the American People. We prepared 
this for a meeting last week with the affiliates of the CBS Television 
Network. 

I have those documents here and will submit them if it meets with 
your approval. 

The Cuarrman. You may submit them. The briefs before the Fed- 
eral Communications Commission will be filed for the information of 
the committee. Without objection the document, Free Teievision and 
the American People, will be included in the record. 

(The document referred to follows :) 
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FREE TELEVISION AND THE AMERICAN PEOPLE 


AN EXAMINATION OF FREE TELEVISION PROGRAMING AND Its AUDIENCE Topay 
AND A CONSIDERATION OF THE ISSUES PosED BY PAY TELEVISION PROPOSALS 


PREFACE 


Of the 50 million families in the United States today, 42 million own television 
sets, in which they have invested a total of some $16 billion. 

It costs as much as $1,209,900,000 a year to provide, throughout every day 
and far into every night, the wide variety of programs from which these 42 
million families choose by a mere flick of a switch what they want to see and 
hear—entertainment, news, discussions on matters of social or political con. 
troversy, programs of education, religion, and general culture. 

It all costs the viewer nothing. 

The check is picked up by advertisers, who recover their sponsor fees in new 
markets. Our whole economy benefits, for only through sustained mass markets 
can mass production pay off by keeping product prices at a level where more 
and more people can enjoy more and more of the good things of life. 

It was inevitable that sooner or later enterprising people would note the 
tremendous opportunities for profit if only the American people could be per. 
suaded to pay for their television programs instead of getting them free. 

The idea of pay television is now being vigorously promoted by several such 
enterprising groups. Some would use the air-waves, some telephone wires. 

Television channels belong to the American people. Through the Federal 
Communications Commission, Congress sets the rules for their use and pro- 
vides assurance that every broadcast licensee acts, as Congress requires, with 
due regard for “the public interest, convenience, or necessity.” 

It is, then, the right and responsibility of the American people themselves 
to decide how their broadcasting channels are to be used. In reaching their 
decision, they are entitled to as much information on the subject as they can 
get. Those of us who now enjoy franchises from the public for the use of tele- 
vision channels have perhaps a special duty in this regard. 

The American people must now choose between two basic concepts, and on 
that choice, we think, rests the nature of television as it continues to develop 
in this country. For free television as we know it cannot survive alongside 
pay television. 

The use of some television channels for pay television is, of course, presented 
by its proponents as merely something added to free television, not a substitute 
for it. But simple arithmetic reveals the unreality of this assumption. If only 
a small fraction of the 42 million families who now enjoy television free were 
to agree to pay for what they see, the huge funds thus available would enable 
proprietors of pay television systems to preempt the best talent and the best 
television programs for their own subscribers. The rest of us would gradually 
be forced to ride second class. 

We believe that thus to fence off the best of television for the privileged few 
is basically wrong. We believe all the people are entitled to enjoy all that con- 
stantly improving broadcasting techniques and programing can bring them over 
their television channels. 

It is suggested that pay television should be given a trial and that the issue 
be decided on the results. Indeed, such experiments are already being carried 
out here and there over the country. 

On its surface this approach sounds reasonable, but just what can such “trials” 
prove? They may prove that pay television can be immensely profitable if even 
a small percentage of television families subscribe. They may even show that 
some families will pay for their favorite programs if they are shut off from seeing 
them free. But such experiments can throw little light on the basic principle 
involved—wwhether the best that television has to offer is to continue to be avail- 
able to every American or reserved for the exclusive use of those relatively few 
who can afford to pay. 

Pay television is being promoted on the basis that it will offer better programs 
than are now available free. We do not believe this to be true. Our studies 
indicate that pay television will simply restrict to the carriage trade programs 
of a quality now enjoyed without charge by everybody. 

What is perhaps of key importance, there could be lost to the American people 
in these years of crises those programs now provided by the networks as a public 
service—including a day-by-day first hand picture of what is going on all over 
the werld as it affects our national interest. 
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To enable these conclusions to be tested, we have summarized in the following 
ges television programing as it is today, and against the yardstick we have 
applied the hopes and promises of pay television proponents. 

CBS cannot properly take toward wired pay television (closed circuit) exactly 
the same position we feel we must take toward the use of broadcasting channels Hl 
for pay television. The use of wires to bring added screen entertainment into 
the homes of those who can pay for it represents a new kind of competition for 
us. We do not welcome its development because it will, we think, eventually 
have the same effect on free television as pay television over the air. But we 
cannot very well seek legislative protection against threatened competition from 
another medium of entertainment. 

It should perhaps be made clear that pay television does not, as we see it, 
rhreaten the interests of CBS or its stockholders. If Congress and the Federal 
Communications Commission, reflecting the will of the American people, decide 
that pay television is in the public interest, and if pay television begins to 
supplant free television, we will simply be forced to offer pay television programs 
ourselves. i 

And in such an eventuality we will, of course, have the advantage of established j 
television facilities, trained and experienced talent, and our knowledge of pro- j 
graming and the techniques of broadcasting. 
















FRANK STANTON, 
President, Columbia Broadcasting System, Inc. 






JANUARY 14, 1958. 













Is AMERICA 





I. THE TELEVISION AUDIENCE 








There are 49,479,000 families in the United States today. They live in the 
great urban centers and their suburbs, in smalier cities and towns, villages and 
on farms. 

Of these families, 99.9 percent or 49,429,000 live within broadcast range of a 
television station. 

And of the 41,600,000 families who have television sets, 97 percent are so 
located that they have a free choice of watching any one of two or more stations. 
The average home has a choice of five stations. 

As television has become part of the lives of this massive audience, American 
families have developed viewing habits that account for more of their waking 
time than any other activity except work and school. They give to television 
more than three times the amount of time they devote to any other source of en- 
tertainment and information. Today, five hours a day—thirty-five hours a 
week—are spent in watching television in 80 percent of American homes. During 
an average week of 1957, for example, some 38,453,000 television families looked 
at television at one time or another. During peak evening hours, more than 
60 million are watching television at the same time in over 20 million house- 
holds. 

Although the amount of viewing differs slightly by region, income groups and 
educational background, the television audience is clearly a national phenomenon. 
Regional differences are not great. Families in the average and subaverage in- 
come brackets watch television the most. Television plays an important part 
in the lives of families of all educational levels.’ 

Today’s television audience is thus not only huge in size but as varied as 
the population as a whole. There is no special television audience. The audience 
of television is America. 

Besides investing more of their free time in television viewing than in any 
other activity, the American people have also invested more of their money in 
television sets than in any single acquisition other than their homes and auto- 
mobiles. Television-owning families have spent some $16 billion for their 
receivers. 
































1In the Northeast States, for example, the average television family watches television 
5 hours and 8 minutes a day, while in the South the average viewing time is 5 hours and 







6 minutes. On the Pacific Coast the average viewing time is 4 hours and 47 minutes. } 
Families in small cities watch television for an average of 5 hours and 4 minutes a day; ‘ 
families in the largest cities, 5 hours and 15 minutes a day; and rural families for 5 hours x 





and 1 minute a day. 

Those with incomes over $5,000 watch 5 hours and 2 minutes a day; those with $4,000 to 
$5,000-—tthe average United States group in terms of expendable income—watch 5 hours 
and 14 minutes a dav: and those with incomes under $4,000 watch 5 hours and 58 minutes 
aday. Families with a college background look at television for 4 hours and 56 minutes ; 
those with a high-school background for 5 house and 21 minutes; and those with a grade- 
School background for 5 hours and 2 minutes. 
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The only dividends received by these 41,600,000 families all across the land, 
for their immense investment in time and money, are the programs—the enter. 
tainment, the cultural experiences, the information, the important leaders and 
the great events that it brings into their homes. 

Programs are, therefore, at the very heart of any discussion that arises about 
the public’s stake in television. The return on its investment in television, 
in both time and money; is measurable only in terms of what it can see on the 
sets it has bought. 

For some years, proponents of various systems requiring the public to pay 
for television programs have based their proposals on the argument that such 
systems would result in better television programs (though never for more 
people). These claims can be appraised only after an examination of the facts 
of television programing today and the effect pay television would be likely to 
have on the quality and diversity of such programs and on the purse of the 
average American home. 


II. THE PROGRAMS OF FREE TELEVISION 


The 476 commercial television stations across the country broadcast 15 hours 
every day on the average. From their offerings the average television home 
chooses the programs it watches for a total of five hours every day. 

One or more of three nation-wide networks provides programs for all but a 
few of these 476 stations. The three networks together put out programs totaling 
28% hours a day. A little over half of the average broadcast day of network- 
affiliated stations is made up of such network programs.” 

In addition to programs provided by the networks, all television stations have 
programs of local origin: local news, weather and special events, live entertain- 
ment and service programs, and syndicated films locally broadcast. The average 
station affiliated with a network spends some 45 percent of its broadcast day on 
nonnetwork programs. 

Excluding the charges for time, the total cost to advertisers of all sponsored 
programs on television in 1956 was $329,900,000—considerably more than the 
cost of all the motion pictures produced annually in the United States. 

Of this total the networks provided sponsored programs costing the advertisers 
$222,400,000, although the networks themselves absorbed costs beyond this 
figure in the case of many programs. In addition, the networks are responsible 
for sustaining programs, including the major part of the costs of the critically 
important national and world news and public affairs programs. 

In 1957, CBS Television Network alone spent on news and public-affairs pro- 
grams over $10 million in excess of amounts it could recover from sponsors of 
such programs. Another $20 million was spent, over and above any receipts for 
the programs, by CBS Television Network on entertainment programs that were 
partially sponsored or not sponsored at all and for developing or financing new 
programs. 

Obviously, such program costs cannot be borne by individual stations or sup- 
ported by advertisers reaching only a single station’s audience. Expensive-to- 
produce programs are possible only if the total cost is distributed over a very 
large market. 

Moreover, the only way that a nationwide live program—whether a political 
convention, a major speech, a play with a Broadway cast, a sports event of 
national interest—can be brought to local audiences is through the networks. 
Film versions are a poor substitute, or an impossible one. Generally, they cannot 
be distributed to stations until after many of the events have lost their immediacy. 
In some instances, such as a Presidential broadcast, the whole Nation’s listening 
together is a reality of great psychological importance to the audience and the 
Nation. The fact is that network television constitutes the only effective, nation- 
wide, visual communications system possible. Without it, the local station, as 
a part of a national distribution agency, would be an isolated relayer of what 
could be shipped on film. 

Because the national television audience reaches into all geographic areas and 
all economic and educational levels, the interests and tastes of its viewers cover 
an extremely broad range. Television is a mass medium, occupying air waves 
that belong to all the people. Consequently, any programing service must take 


2 About a third of the network programs are produced by the networks themselves or fn 
association with outside producers. Two-thirds are produced by wholly independent 
producers. 
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into account the wide range of interests of tens of millions of households. 
pasic consideration demands variety in television’s total program content. 


DRAMATIC PROGRAMS 


Of the 10,421 hours of network programing in 1956, the largest single block 
of time was devoted to drama programs—2,902 hours. This is 8 times the 
screening time of all motion-picture features, and 20 times the playing time 
of all Broadway plays produced in the United States in the same year. 

Despite the volume of dramatic productions on television, quality has not 
peen Sacrificed to quantity, even when judged against the standards of Broad- 
way’s legitimate theater. One of television’s most watchful critics, John Crosby, 
wrote: “As far as plays go, I feel strongly that television has had more worth- 
while dramatic material on it than Broadway has.” 

Network television has, in effect, made Broadway standards of dramatic 
entertainment nationwide standards. “Before TV, the Broadway hit was an 
experience inaccessible to most Americans * * *” Newsweek has commented. 
“Now, the full-length Broadway play is becoming a standard (if still infre- 
quent) feature on TV channels, and seems certain to become much more.” 

In 1956, over 30 plays originally produced on Broadway were presented by 
the networks—in some cases with the original stars appearing, and in all cases 
with casts of the highest professional distinction. During the same season, 
Broadway itself had only 20 productions of sufficient attraction to survive 13 
weeks or more, and among these were several new productions of old plays. 

To nationwide audiences in 1956, network television brought such classics as 
Barrie’s Dear Brutus, with Helen Hayes, and Sophocles’ Antigone, with Claude 
Rains, and revivals of noted Broadway successes like The Corn Is Green, with 
Eva Le Gallienne, and Blithe Spirit, with Noel Coward. 

In the same year, network television offered such musical hits as Bloomer 
Girl, High Button Shoes and Victor Borge’s Comedy in Music. Original musical 
adaptations of stage successes like Maxwell Anderson’s High Tor and John 
Hersey’s A Bell for Adano were also presented. 

Jack O'Brian, television critic of the New York Journal-American and King 
Features, wrote of the dramatic productions of television: “Talents from Shake- 
speare and Shaw to Herman Wouk and Maxwell Anderson, Thornton Wilder 
and William Saroyan to Sir James M. Barrie and Paddy Chayevsky have given 
our TV air distinction, satisfaction, and diversion.” 

Much of this distinction has come from the successful launching of wholly 
new plays especially written for television. Many of these have been acquired 
for later Broadway or motion-picture feature production. Variety estimated, in 
February 1956, that 45 original television plays had been purchased by Holly- 
wood and Broadway producers, and The New York Times reported “hardly a 
week goes by in which one Hollywood studio or another does not buy an 
original TV play for movie production.” 

A Visit to a Small Planet, one of the 6 productions currently on Broadway 
that have passed 350 performances, originated on television. Earlier stage suc- 
cesses, The Middle of the Night and The Rainmaker, were, also, originally 
television plays. Such distinguished motion-picture productions as the academy- 
award winner, Marty, and Twelve Angry Men were first written for and pro- 
duced on television. 

Television, in some cases, has been the first medium to bring dramatized 
versions of current best-selling books to the public. Examples during 1956 in- 
dude Jim Bishop’s The Day Lincoln Was Shot, starring Raymond Massey, 
Lillian Gish, and Jack Lemmon, and Walter Lord’s vivid reconstruction of the 
Titanic sinking, A Night to Remember, with Claude Rains as narrator. 

Aside from such major productions, network television has provided an aver- 
age of 200 hours a week of other dramatic programs: mysteries, comedies, 
dramas, adventure stories, westerns. In general, the great diversity of drama 
on television reflects the same variety of taste that has long characterized the 
reading habits of the public, as revealed in the published fiction in magazines 
and books. 

FILMS ON TELEVISION 


Free television has brought in to American homes an increasing number of mo- 
tion-picture features. Many films that achieved both critical and popular acclaim 
when they were made, but are unlikely to seek theater revival for economic 
Teasons, have been enjoyed on television by additional audiences who might 
otherwise have never seen them. 
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As the size of the television audience has grown, and with it the ability of 
television to buy the best, the gap between the original release date of films and 
their availability for television has narrowed considerably. Some films haye 
been on television before they have completed their runs in the theaters. <A few 
(Sir Laurence Oliver’s Richard III the most distinguished example) have been 
seen on television before beginning their theatrical runs. 

During 1956, national television audiences saw such memorable films as The 
Wizard of Oz, with Judy Garland, Thorton Wilder’s Our Town, with Martha 
Scott, and Shakespeare’s Macbeth, with Orson Welles. 

Dickens’ Great Expectations, Eugene O’Neill’s Mourning Becomes Electra, 
Maurice Evans and Robert Morely in The Great Gilbert and Sullivan, and Moira 
Shearer in Tales of Hoffmann were among the scores of films brought to regional 
audiences by the local stations. 

The availability of feature films to free television will, of course, depend upon 
economic growth in the years ahead. In the early days of television, when audi- 
ences were comparatively small, major production companies released their 
backlog of films slowly. As audiences grew and the value of television to ad- 
vertisers increased, more films began to be acquired for broadcasting. This trend 
has been arrested by the proposals to charge television viewers for looking at 
films in their homes, because the producers see the possibilities of greater rev- 
enues. 

THE DEMAND FOR VARIETY 


Years of television programing have shown that the audience wants variety. 

The average evening audience of television families per minute viewing spon- 
sored network drama programs in 1956 was 6,500,000—representing 17.8 percent 
of all television families; for situation comedies, 7,300,000—representing 20 
percent ; for general variety shows, 6,200,000 families—representing 16.7 percent; 
and for audience participation and quiz shows, 6,600,000 families—representing 
18.1 percent. The spread of only 3.3 percent between the extremes of popularity 
among these categories emphasizes the audience’s taste for a variety of pro- 
grams—although many individual shows have an audience much greater than 
the average for their category. 

Variety has always been a bright part of entertainment, and dates from long 
before the day of mass communications. The variety show on television responds 
to the ranging curiosity of people to see all kinds of performers. It furnishes the 
kind of relaxation derived from an episodic form of entertainment that does not 
demand the spectator’s continuous involvement as dramatic programs do. 

The audience participation and quiz shows cater to essentially the same desires 
of the public. They are, moreover, peculiarly scaled to living-room relaxation— 
suited to the dimensions and intimacy of the informal hours in the home. 'The 
unexpected quality, flashes of humor, the suspense of competition that give such 
shows their spark constitute the kind of program that must form some of the 
lighter fare of any medium that has the attention of the average household for 
5 hours a day, every day. 

BALANCED PROGRAMING 


Television is clearly a means of broadening the horizon of all people in all 
directions. Its strength comes from its ability to engage both the eye and ear 
of its audience. Consequently, the potential that television has for adding to 
the knowledge of its andience is very great. 

Nearly all entertainment has in it some element of information because it has 
something new in content or presentation. Similarly, because the mind is di- 
verted by new exposures and new experiences, there is an element of entertain- 
ment in all cultural and informational programs. Within these very broad 
boundaries, however, some programs are primarily cultural or informational in 
content and emphasis, just as many are primarily diverting. Programing to 
tens of millions requires a variety of balances. 

This need for balanced programing has its counterpart in all mass media. 
Editors of mass circulation magazines strive for an acceptable balance between 
entertainment and information, fact and fiction, serious aspects of our times 
and light aspects, cultural matters, and amusing sidelights. Only specialized 
organs of limited circulation, edited for special groups, can cencentrate on one 
area to the exclusion of all others. 

The television audience is not a special public. Its interests run the whole 
gamut of modern life. 
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CULTURAL CONTRIBUTIONS 


This public has been brought a continuous and varied stream of cultural pro- 
grams by network television. These often demand more creative time and en- 
ergy and more money than any other area of programing. 

One of the modern music classics, Amahl and the Night Visitors, was com- 
posed by Gian-Carlo Menotti especially for television. Rodgers and Hammer- 
stein also wrote their musical, Cinderella, especially for television. A musical 
yersion of Oscar Wilde’s Importance of Being Earnest was also commissioned 
for television. 

New productions of such great novels as Dickens’ A Christmas Carol, Rostand’s 
Cyano de Bergerac, Mark Twain’s Tom Sawyer, Dostoyevsky’s Crime and Pun- 
ishment and F. Scott Fitzgerald’s The Last Tycoon, have been especially created 
for television. 

In shows designed to take advantage of its special capacities as a medium, 
television has brought to huge audiences surveys of whole areas of culture. For 
example, the composer-conductor Leonard Bernstein took viewers through the 
history of music from Beethoven to jazz. The eminent choreographer Agnes 
de Mille guided viewers through a similar history of ballet from its classical 
forms to the modern theater. Dr. Frank Baxter’s Shakespeare series was seen 
by millions, and the ancient Greek dramatists were the subject of a nine-part 
series,Long Before Shakespeare. 

Both painting and poetry have been presented as living forms of expression 
on television. Such diverse programs in the fine arts as The Renaissance, a 
long survey of one of man’s golden ages, and Camera Three’s presentation of 
the works of Toulouse-Lautrec have appeared on network television. The broad 
range of English and American poetry, from the Elizabethans to contemporary 
poets, has been represented in such programs as The Intricate Image of Dylan 
Thomas by the poet-critic John Ciardi on Camera Three, the reading of Walt 
Whitman’s Democratic Vistas on the same series, and the James Mason read- 
ings from the English Romantic poets on Trio. A musical version of Stephen 
Vincent Benet’s A Child Is Born was created especially for television. 

Television’s ability to enable people to see as well as hear has lent itself with 
emphatic effectiveness to the reconstruction of great episodes in history. The 
Pulitzer prize winning historian of the American West, Bernard de Voto, was 
narrator of a series of programs covering the story of the West, presented on 
Adventure. Omnibus brought audiences new insight into the minds and ob- 
jectives of the American Constitution makers in their monumental task of con- 
structing the Constitution of the United States. Great and significant episodes 
from American history have been dramatically and authoritatively reconstructed 
in the series You Are There—including such events as Washington’s crossing of 
the Delaware, the surrender of Lee at Appomattox, the impeachment of Johnson 
and the attack on Pearl Harbor. The histories of such institutions as the Vice 
Presidency, on See It Now, have been carefully traced from their beginnings 
and related to the conditions and needs of modern life. 


SCIENTIFIC PROGRESS 


In an age when no aspect of men’s lives has been unchanged by scientific prog- 
ress, television has brought immeasurable aid to the difficult problem of mak- 
ing clear to a large, general audience the basic elements and significance of com- 
plex scientific developments. These have ranged from inquiries, in easily un- 
derstood terms, into the nature and treatment of diseases to reports on such com- 
pelling problems of public policy as the development of nuclear energy. Con- 
quest, for example, has presented Nobel prize winner Wendell Stanley and his 
studies of biological revolution, a profile of the geophysicist Maurice Ewing, @ 
report on David Simon’s recordbreaking balloon ascent, and discussions by Dr. 
Lawrence Snyder, president of the American Association for the Advancement 
of Science, and Dr. Alan Waterman, director of the National Science Foundation. 

The networks have not only brought into the homes of the Nation great 
scientists discussing matters of critical importance; they have also furnished 
comprehensive reviews of our total progress as a Nation on the scientific front, 
such as in Atomic Timetable, Part I: Fission, Fusion and Abundance. In the 
fall of 1957 the impact of television’s visual report contributed greatly to a 
quick realization by Americans all over the land that scientific progress in 
America was to become a major condition of national survival. 
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NEWS 


No programing function of television is of more pressing importance than 
getting full and authoritative information to all the people as swiftly as possi- 
ble. To 99.2 percent of Americans, television can bring prompt and vivid re. 
ports of events of decisive importance. In many instances it can bring the 
events themselves, and frequently the national and world leaders responsible 
for them. 

In general, news programs on television fall into five categories: Local news, 
the “hard news” of national and world events, special events and important 
speeches broadcast as they happen, background and roundup reports, and in- 
terviews with national and world leaders or discussions among them. 

Local hews programs are originated by the local stations, which have brought 
an entirely new dimension to community reporting. Such local activities as 
school systems and public health programs have been seen in actual operation, 
Live coverage of events rising out of local crises or emergencies has been pro- 
vided. Local stations have developed specialized reporting staffs to cover their 
State capitals, local sports, projects and problems of particular interest to 
women. They have given time and attention to the work of churches and civie 
groups. They have been a cohesive agency in inspiring their communities to 
united action to solve local problems. 

The news of the rest of the Nation and of the world is brought to most local 
stations by the television networks. For this purpose the networks maintain 
worldwide reporting and production staffs, CBS News, for example, has, around 
the world, more than 600 news gatherers located in 263 cities. It has fully staffed 
bureaus in 5 cities in Europe, 1 in the Far East and 4 in the United States. The 
Washington bureau alone has a staff of 33, including editors, correspondents, 
public affairs specialists and camera crews. 

Most “hard news” programs of the television networks are regularly scheduled 
on the national and world news programs of their affiliated stations. The CBS 
Television Network has 17 such programs on the air every week—most of them 
15 minutes in length. I)ouglas Edwards With the News on CBS Television now 
has the largest nonduplicated weekly audience of all news mediums—34 million 
people. These programs can involve the services of well over 800 people: The 
word and picture reports and the live pickups of 615 correspondents, reporters’ 
and cameramen; 147 film crew members; 37 administrative staff members; and 
16 studio staff members. This staff is also constantly subject to call for special 
“hard news” broadcasts of events of sufficient importance to interrupt any regu- 
lar television programs, 

HISTORY-MAKING EVENTS 


The networks also provide their affiliated stations with on-the-spot coverage of 
special events—atomic tests, inaugurations, congressional hearings, Queen Eliza- 
beth’s visit, and political conventions. In 1956, for example, the three networks 
provided a total of 174 hours’ coverage of the Democratic and Republican Na- 
tional Conventions. In order to free time from regularly scheduled programs to 
broadcast the convention proceedings, the networks absorbed millions of dollars in 
losses in preempting 108 hours of the time of commercial sponsors, 

The conventions were viewed for an average of 16 hours and 18 minutes in 
33,836,000 homes, with peak audiences reaching 48 million individual viewers. 

To bring both national gatherings, and their sidelights, to 400 local stations 
in 270 cities, the 3 television networks sent some 2,700 people and 60 tons of 
electronic equipment including 96 cameras—first to Chicago, and then, with only 
48 hours to spare, 2,000 miles away to San Francisco. Long before, network 
personnel had made the necessary arrangements with affiliates ; negotiated clear- 
ances with advertisers for preempting their time: planned and installed intricate 
technical facilities : converted entire floors of hotels into temporary studios: pre- 
pared manuals for the use of participants at the conventions; and provided 
closed-circuit facilities to acquaint them with the medium in advance. 

Almost as many Americans saw the convention in actual session as later cast 
their votes in the election. Even the press relied on television in helping it cover 
the occasionally tumultuous proceedings. 

“The first United Press bulletin on the Truman endorsement of Averell Harri- 
man,” Time reported, “came from the rewrite man who saw it on TV. Mrs. 
Eleanor Roosevelt’s convention speech was hard to hear in the hall, so the Asso- 
ciated Press used TV sets for coverage. In New York, the Times took the tally 
on the presidential ballot off the screen and rushed it to the composing room 











nat 
ad 
fac 

r 


pu 
cos 
co" 
ati 
tio 
tu 
th 


gr’ 
tel 


eh 


SUBSCRIPTION TELEVISION 391 


for its table of how the States voted * * * some of the best punditry came not 
from Chicago but from Washington, where Columnist Walter Lippmann watched 
the convention on TV.” 

Ten weeks after the conventions, the networks again preempted time to report 
the election results, as they were tallied on election night. An estimated 50 
million people heard the returns during the combined total of 22 hours of network 
coverage. 

REPORTING IN DEPTH 


The American people require background information on situations—often 
thousands of miles away—that affect their interests. To meet this need, tele- 
vision networks have steadily increased the volume of roundup programs on tele- 
vision. In The Twentieth Century series, there have been programs devoted 
to the Russian-Syrian crisis, brainwashing, the FBI, guided missiles and vertijet 
planes. Such distant but significant places, with their peoples and problems, 
as Cyprus and Hungary, Suez and Algeria, India and the new Germany have 
been brought into American living rooms. 

On such programs as Face the Nation and Meet the Press, world leaders, 
whose ideas and actions are affecting the course of history, have been seen and 
heard—and judged—by the American people: Khrushchev, Nehru, Chou En-lai, 
Adenauer. The same programs have brought America’s own public figures into 
millions of homes: Cabinet members, Senators, Congressmen, labor, industrial, 
and civic leaders. The faces and voices of America’s own leaders in public 
life have become familiar to people all over the country: In 1956 and 1957, 
aside from campaign speeches and appearances on news programs, the President 
spoke on 18 different occasions to the people of the Nation over the CBS Tele- 
vision Network alone. 

Technically, television has put America on the threshold of a new era of en- 
lightenment—in science, in geopolitics, in international affairs, in economics, 
in the arts and humanities. 


NETWORK PROGRAM COSTS 


The bill for sponsored network programs on television is paid by the producers 
of the goods and services used by the American people. It is only by access to 
national audiences that they can maintain mass distribution. In 1956 network 
advertisers paid a total of $540,200,000 for 10,421 hours of programing, including 
facilities. 

The costs of unsponsored or sustaining programs, including many major 
publie affairs, special events and cultural programs, and significant parts of the 
costs of partially sponsored programs, are borne directly by the networks. To 
cover these costs, networks draw from earnings from time sales and from oper- 
ating the limited number of stations they are permitted to own under regula- 
tions of the Federal Communications Commission. Independent affiliates, in 
turn, draw upon revenues earned from the networks to help finance many of 
their local programs. 

Free access to over a half-billion dollars worth of network television pro- 
graming a year is available to the 8 out of 10 American families who have 
television sets. 

III. PAY PRoGRAM PROPOSALS 


From the beginning of television, various systems have been advanced for 
providing television programs for which the families viewing them would pay 
an admission fee. Such proposals fall generally into 1 of 2 categories and 
would involve payment of a flat monthly fee, or a fee per program, or both. 

One would continue to transmit programs over the air, using many established 
channels during prime evening hours, but “‘scrambling” the picture so that it 
could not be seen except by those who paid for the installations and use of 
unscrambling devices to be attached to their sets and then for the programs 
received. 

The other would send programs by attaching a direct wire to the television 
set in the viewer’s home and then charge him a fee. 

These proposals have been advanced, not as alternatives to free television, 
but as supplementary services. However, technical considerations make it im- 
possible for the same air channels to be used at the same time for both pay and 
free television. And the economics of programing make it impossible for free tele- 
vision to survive in its present form against any pay television system for which 
even a small minority of viewers pay. 
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Any pay television system using present channels would of course, black out 
free programs over those channels during at least part of the favorite viewing 
hours of the evening. Because available programs and talent could be bid away 
from free television, a system using either the air channels or direct wire would 
ultimately absorb virtually all the best of nationwide television programing. 

The general theory behind all pay television proposals is that if the viewer 
paid for the programs that he sees on television, he would get better programs, 
The three major proponents of pay television are: the International Telemeter 
Corp. of which Paramount Pictures is chief owner; Skiatron TV, Inc.; and the 
Zenith Radio Corp. Each has suggested substantially the same program content 
for pay television, although with varying degrees of emphasis. 

These proponents have specifically mentioned four kinds of material that 
would form the substance of pay television programing: motion picture films, 
Broadway plays, sport events, and cultural and educational programs. 


MOTION PICTURES 


The feature film productions of Hollywood form a basic program content of all 
the three major pay television systems proposed. The International Telemeter 
Corp. has said: “Among the most important types of entertainment which could 
become available at home to the TV public * * * are current motion pictures of 
high quality.” 

Skiatron has stated: “As the capacity of subscription television becomes 
established, it may well be able to compete with theaters for motion pictures of 
the type that can be shown equally well on television as on a theater screen.” 

Zenith has said: “* * * many motion picture producers and distributors have 
indicated to us that they are willing to play an important part in supplying 
program product to subscription television.” 

While motion picture features are claimed as a source of pay television pro- 
grams by all proponents, those claims are phrased conditionally. Nor do they 
refer specifically to first-run films. Indeed, Zenith has used such phrases as 
“first-class” and Telemeter such terms as “older good pictures” in their discus- 
sions of proposed programs. Skiatron’s statement clearly recognizes that the 
wide-screen technique of modern film making would render many current theatri- 
cal films unsuitable for television. 

The fact is that an immense quantity of the “older good pictures” has already 
been released to free television—over 2,000 pre-1948 features from such major 
producers as Warner Bros., RKO, Twentieth Century-Fox and Metro-Goldwyn- 
Mayer. Release of post-1948 features to television has admittedly been held up 
by producers until it is determined whether they can release them through pay 
television. 

For the most part, the only additional features that pay television can bring 
to television viewers are current productions of Hollywood except those made 
imperfect for the medium by wide-screen shooting methods. Qualitatively, the 
films would be newer, but not necessarily any better. Quantitatively, this ma- 
terial would furnish only a tiny proportion of the programing needs of a national 
audience that watches television an average of 5 hours a day. 

In quantity, the total number of motion-picture features produced in America 
in 1956 was 272. In addition, American producers made 27 features abroad. 
The average running time of these films was 1 hour and 23 minutes. The total 
program time afforded by all the films produced in 1956 was 378 hours and 39 
minutes. In 1956 the average television home looked at its set for 1,825 hours. 
All the features produced in a year would provide programs for only about 
one-fifth of that time. 

But that is all motion-picture features and not just the “first-class” films. 
Of the 299 features produced in 1956, Alton Cook, New York World-Telegram 
and Sun critic, listed only 58 as “outstanding” in the annual summary published 
in the World Almanac. These 58 films would provide only 80 hours and 14 
minutes of viewing time on television—little more than 2 weeks of the view- 
ing time of the average television family. 

In other words, if the outstanding motion-picture features of an entire year 
were the only source of television programs, that source would be exhausted 
in 16 days according to present viewing habits. If the source were broadened 
to include the total annual feature output of film producers—good, bad, and 
indifferent-——it would be exhausted in about 2 months 

To provide the major volume of film material for television, the motion pie- 
ture industry would thus have to resort to rereleasing old films and producing 
films especially for television. 
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The fact is that they are doing both of these things now, and the products 
are shown on free television. In 1956 Warner Bros. and RKO released 850 
and 740 pre-1948 features, respectively, for showing on free television. Also 
in 1956, 7 out of 9 major motion-picture studios—Metro-Goldwyn-Mayer, 
Paramount Pictures, Warner Bros., Twentieth Century-Fox, Walt Disney, 
Republic Pictures, and Columbia—were producing films especially for television. 

If pay television were to depend primarily for its programs on feature films, 
and if the present viewing habits in the American home are used as a rate of 
audience consumption, it is Clear that the major portion of films would be 
exactly what is now available free. 

The cost to the viewer per show has been estimated by the International 
Telemeter Corp.: “From data collected by Telemeter it is estimated that average 
feature tilms could be presented on pay television at a price range, depending 
on the number of sets tuned in, of 25 to 40 cents; good class A features at a 
price range of 30 to 60 cents; and exceptionally expensive films at a price of 
55 cents to $1.20." 

If the average television home were to use annually only a fourth—456 hours— 
of its present viewing time to see films that it had to pay for on a per-show 
basis, the average home would thus have to spend up to $132 a year for 
“average” films, $198 for “good class A” films, and $3876 for “exceptionally 
expensive” films. 

Obviously, this source of programing would be denied free television if any 
such revenues could be derived from pay television. 


BROADWAY PLAYS 


A second source of programs for pay television mentioned by its proponents 
is the Broadway theater. 

The International Telemeter Corp. has said: “Pay TV could also bring at a 
reasonable Cost legitimate theater and Broadway shows to a larger audience 
than now has the opportunity of seeing them. 

Skiatron TV has also referred to Broadway plays as a staple of pay television, 
and Zenith has referred specifically to broadcasting “iroadway opening nights.” 

In 1956, 46 new shows opened on Broadway. Of these, 29 had less than 
100 performances, 18 closing with less than 30 performances. Of all the new 
productions, only 17 had runs of more than 12 weeks. Among the successes, The 
Middle Of The Night originated on television before it was produced on Broad- 
way. Consequently, the year 1956 brought 16 new shows to Broadway as pos- 
sible programs for television, representing total playing time of approximately 
32 hours—equivalent to a little over 6 days of viewing time in the average 
television family. 

No matter what financial resources were raised from the viewers of pay tele- 
vision the proportion of successful shows on Broadway could not be increased 
by money alone. Moreover, many Broadway plays are unsuited, in their themes 
or content, to broadcasting into the home. 

Actually it would be physically impossible and artistically destructive to 
broadcast current hits from the Broadway theaters in any case. The effective 
broadcasting of live dramas requires production and technical personnel number- 
ing well over a hundred and an enormous amount of heavy and mobile equip- 
ment. Consequently, it is physically necessary for such plays to open in multi- 
set studios that have such additional facilities as control rooms and space for 
sound and camera equipment to be moved speedily and silently. Most plays 
must have the original scripts adapted to both the special needs and special 
advantages of the television medium. All this means that inevitably Broadway 
plays have to be broadcast apart from their theatrical runs. 

This has been conceded by one of the proponents of pay television. Skiatron 
TV, Inc., has said, “It’s unrealistic to think in terms of Broadway opening 
nights, not only because of the technical problems but because you never know 
if a show is a hit until after it opens.” 

Pay television viewers would get from Broadway just about what free tele- 
vision now provides—plays that have already proved their popularity in the 
theaters. And just as part of every Broadway season is made up of dis- 
tinguished successes of the past, many of the broadcast dramatic programs would 
continue to be revivals. 

This is substantially the pattern of the broadcasting of successful Broadway 
plays now. The successes of the legitimate theatre over a long period, how- 
ever, have constituted one of the primary dramatic program sources of free 
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television, virtually since its beginnings. In a single month in 1956, the net. 
works presented live performances of Mary Martin and Cyril Ritchard in Peter 
2an, Noel Coward, Claudette Colbert and Lauren Bacall in Blithe Spirit, Helen 
Hays and Franchot Tone in Dear Brutus, and Eva Le Gallienne in The Corn Js 
Green. 

The President of Zenith Radio Corp. wrote of the Mary Martin Peter Pap 
program: “Approximately 20 million receivers were turned to this program, 
With the same show on subscription television, and the same audience paying 
25 cents per set to watch the attraction at home, the box office would have re. 
ceived $5 million to be divided between the producer, the distributors, and the 
broadcasting stations.” But it would have been exactly the same program that 


20 million families saw free. 


SPORTS 


All three major proponents of pay television have emphasized professional 
and amateur sports events as a continuing source of programs. Major league 
baseball, college football, champion boxing bouts, major horse races such as the 
Kentucky Derby, hockey games, the Davis Cup tennis matches, the Masters golf 
tournament and other major sports events have been suggested. 

All these events and many more have been on free television. 

In 1956, present free television brought 860 major league baseball games to 
audiences throughout the United States. Some cities had almost daily broadcasts, 
A family that saw 3 games a week spent about 5 cents on electrical current to 
see them. The pay television proponents have estimated that their systems 
would charge from $1.50 to $3 for the same games. In fact, the threat of pay 
television has already lost not only the broadcast of games in some cities 
but the teams themselves, which have moved to other locations partly in re- 
sponse to the promise of revenues from pay television systems. 

Net work television has brought boxing fans an average of three fights a week 
from Madison Square Garden and other major arenas in the country. <A cross 
section of all the country’s major football games, including the Army-Navy 
game—specified as pay television fare by the proponents—is brought to a na- 
tional audience every year. The postseason bowl games are already broadcast 
by free television, which also broadcasts games of the major professional teams. 

A few major championship boxing matches have been withheld from free tele- 
vision or else broadcast only outside the area of the city where the fights were 
held. The fights would constitute not more than a fraction of 1 percent of all the 
hundreds of hours of major sports events now on network and local television 
every year. If pay television established charges for a handful of these events, 
the promoters of all the others would quickly withdraw their events from free 
television and demand their share of pay television’s revenues. (Telemeter has 
said: “The world series in the future conceivably will be able to gross as much 
as $25 million [that is, from pay television].”) To get a few more sports events— 
perhaps one or two additional boxing matches a year—the Nation’s television 
families would have to pay for, or go without, all the sporting events that they 
now see on free television. 


EDUCATION AND CULTURE 


All the promoters of pay television mention educational and cultural programs 
as part of the material that might be available. Skiatron says that there are 
factors that make it “seem possible to devise educational programs.” Telemeter 
says pay television “might increase the number of such programs... ” 

The only recurring specific example of cultural and educational programs 
cited, which might be made available, is opera. 

In 1956 the Metropolitan Opera Co. staged 28 operas. In addition to major 
scenes from important operas on such diverse programs as the Ed Sullivan 
Show and Omnibus, network television has recently staged 11 complete operas, 
and in addition offered programs of the highlights of great operas. 

The United States Office of Education reported that in the academic vear, 
1956-57, 198 local commercial television stations in 144 cities carried on their 
channels 531 educational program series, ranging from 13 to 39 weeks in length. 
Of these programs, 160 were presented by colleges and universities; 13 by teach- 
ers’ colleges; 8 by State departments of education: and 88 by county, city, and 
parochial school systems. Of the programs presented, 195 were offered as adult 
education programs, and 59 were formal courses leading to from 1 to 5 credit 
hours. At adult level the subjects included psychology, anthropology, science, 
economics, art, and literature. 
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Network programs of direct cultural and educational value have become so 
commonplace that professional educational! publications now list them regularly, 
and various professional teaching associations have integrated them with their 
courses. Scholastic magazine has been listing such programs for 3 years, and 
in 1956 Scholastic Teacher, a professional teacher’s magazine, started a regular 
listing of network programs of sufficiently high educational content to be as- 
signed for class credit. The National Council of Teachers of English, in its 
publication, The English Journal, publishes a study guide designed to be used by 
English teachers in connection with network programs. 

Poets, architects, philosophers, and historians like Robert Frost, Frank Lloyd 
Wright, Bertrand Russell, and Arnold Toynbee have become living conversation- 
alists in the homes of American television families through free television. 
The proponents of pay television have specified no educational programs in their 
proposals, while those already on the air are listed regularly as such, not by the 
broadcasters, but by the teaching profession. 

Educational and cultural programs appeal to small audiences, and would offer 
discouraging box office possibilities to pay television. Nothing in the history of 
mass entertainment media dependent upon revenues paid directly by the public, 
supports the likelihood of more culture and education. 

The fact is that families with limited entertainment budgets do not have the 
extra money to pay for such significant but modest programs after already pay- 
ing for amusement. They are made possible by the program flexibility of net- 
work television and local stations. Their free availability encourages ail view- 
ers to venture into areas of culture new to them and erects no economic barriers 
between those who can afford to pay and those who cannot. 





PROGRAMS FROM FREE TELEVISION 


To be successful, pay television would have to take away programs currently 
on free television to fill its schedule and amortize its necessarily large initial 
investments. Each of the proponents has admitted this. 

Skiatron has said that “subscription television will compete with the net- 
works for talent.” 

Telemeter has said that it “will siphon programs only if it gives customers 
their money’s worth.” 

Zenith has said that it ‘‘would have received $5 million” from viewers for the 
same production of Peter Pan that was on free television. 

The proponents say they would begin with sports events now free to viewers. 
They say they would use “good older movies’’—now free to viewers. They say 
they will take stage plays after they have succeeded on Broadway—now free to 
viewers. 

Because even all these sources could not furnish enough program material for 
an entire year, pay television would have to take other top programs from free 
television. If there were several pay television organizations competing with 
one another, the shortage of program material would be even more acute, and 
further inroads would be made on the supply of free television programs. 

“This prospect is no idle theory,’ said The New York Times’ critic, Jack 
Gould. “An official of one pay-as-you-see system said competition would force 
a toll operator to shop around anywhere he could for stellar attractions, includ- 
ing existing television shows.” 

Pay television would be able to accomplish this wholesale siphoning of pro- 
grams from free television by raising more revenue from the few viewers willing 
and able to pay than what advertisers can pay to bring the program to every- 
one free. Zenith has pointed out that pay television could get the greatest 
shows even if only 1 million people paid to see them. Skiatron has pointed out 
“If we assume that the cost to the viewer of a particular program is $1, 1 cus- 
tomer under this type of programing is economically equivalent to 140 con- 
sumers under the existing advertister-sponsored system. In other words, if an 
audience of 7 million people is required to support a particular program under 
the existing system, and audience of 50,000 would support the same program 
given subscription television.” 

This contention of the pay television proponents that more profit could be 
made by collecting money from a small proportion of television viewers than 
from an advertisers furnishing it free to all viewers can be easily supported. 
For example, on a Sunday evening in October 1957, some 17 million families saw 
the Ed Sullivan Show. The advertiser paid some $160,000, exclusive of com- 
mercials, for the show. This is a cost of less than a cent to the advertiser per 
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viewing family. Pay television would need only 640,000 families—only 1 out of 
every 22 that now see the show—paying $0.50 each to be able to bid up to twice 
as much for this program as it now costs. The disappearance from free teleyj- 
sion of the Ed Sullivan Show and all the popular shows now on the air would 
inevitably result. 

A great mass entertainment, cultural and information medium—once accessible 
to all the people—would, for all its important programs, be restricted to those 
able to pay. 

IV. THe Cost To THE FAMILY 


In transferring the costs of television from the advertiser to the viewer, pay 
television would create an entirely new item of considerable dimensions for the 
family budget. 

The cost of pay television to the viewer has been variously stated by the 
proponents. 

Telemeter has suggested payments on a per-program basis ranging from $0.25 
to $2 for 1 show, plus an installation cost, for the decoding device, of $30 
to $50. Skiatron has suggested the same per show price range, but would charge 
$2 to $3 a month in rent for the decoder—even if the viewer looked at no pro- 
grams. 

Telemeter has mentioned $0.85 as a reasonable charge which may be ex- 
pected for films on television. This rate would mean that for $176.80 a year, 
the viewing family would get about as much programing (all film) in a week 
as it now is accustomed to looking at in a day free. 

Skiatron has specified $0.50 to $1 for baseball games. This would mean the 
family who looks at 2 games a week would spend, before it looked at anything 
else on television at all, from $50 to $100 a year-—for games it now sees free, 
Some idea of the cost of pay television service to a family can be constructed by 
relating the programs suggested by the pay television proponents to the prices 
about which they have talked. 

Let us assume, for example, that a family cut its television viewing time from 
5 to 3 hours a day, 35 to 21 hours a week, and distributed it as follows: 


4 hours—2 baseball games, at $0.75___- 2 eae weet. eee 
3 hours—2 films, at $0.75__ sa eS pain de mbit Bi Oe ee 1. 50 
3 hours—2 plays, at $0.50 hefahspikin ba tecabatoloes i eichenlciaie lie Seas a 
3 hours—1 opera, at $0.60__- Ef Fe et eee eheeGs . 60 
2 honra—z scowar variety shows) at GO.16. 22 oe oe eee eck Be 
S ROare-“mireCelmeons. BE Bue es eek tel ti, Oe 


The week’s per program costs would, then, total $9.10 or $473.20 a year. 

Consider what $473 a year would mean to the family purse. 

Expenditures of the average American household are $4,110 per year.’ 

$473 for pay television would cost the average family more than it now spends 
on all doctors’ and dentists’ bills, plus all drugs and medicines, plus all cosmetics 
and shaving supplies, plus all dentifrices and all other items of personal and 
medical care. 

It is seven times as much as the average family spends on shoes for the entire 
family. 

It is more than the average family spends on all home furnishings and equip- 
ment, from refrigerators to laundry soap. 

It is three times as much as the average family spends on heating and light- 
ing its home. 

It is more than the average family pays toward the purchase of its automobile, 
and three times as much as for all the gasoline and oil it uses in a year. 

It is more than twice what the average family spends on all kinds of recrea- 
tion; games and toys for children, food for pets, cameras and film, radios, tele- 
vision sets and phonographs, sporting goods, equipment, and participation fees. 

Finally, $473 is almost 14 times what the average family spends on all specta- 
tor fees; community dramatic shows, music and sports events, motion-picture 
theaters, plays, concerts, and professional and semiprofessional ball games. 

These figures are applicable only to the average family who would be re- 
quired—under pay television—to pay for a choice of programs to see in its own 
home. To the nearly 9 million families having less than $2,000 expendable in- 
come, $473 would be nearly 5 times what they can now spend on all recreation. 








3 Figures and estimates in this section are based on Life’s study of consumer expenditures 
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For over 7 million families having between $2,000 and $3,000, it would be more 
than 3 times as much. 

To all but the slightly over 7 million American families with $7,000 or more 
in expendable income, a choice of pay-television programs would mean commit- 
ing the total recreation budget of the family plus taking funds from other house- 
hold needs. 

Yet if those 7 million families—barely one-sixth of all television families— 
could assure pay television of $473 a year, the total revenue to promoters of pay 
television would pass $3 billion. 

Against this figure, the approximate quarter-billion dollars spent by advertisers 
for production of free network television shows could not possibly compete for 
shows or talent. And five-sixths of American families would have to do with- 
out what the other six would conceivably be able to pay for. 

And what would that one-sixth get? The television critic of Cue magazine 
summed it up: “* * * I haven’t even seen much in the way of ‘promises’ that 
isn’t already being fulfilled under our current system of free, old-fashioned pro- 
graming. With the excpetion of first-run movies, there’s precious little in the 


‘golden-era’ prospectus that we don’t get now. I have a horrible vision of some 
disenchanted pay-TV booster summing it all up in a column written 3 or 4 years 
hence. ‘Atlas,’ he might conclude, ‘the programing we’re getting now is just 
like the programing we were getting back in 1957. There’s just one difference: 
Now it can be tolled.’ ” 


v. WHat ApBpout TESTS? 


Proponents of pay television urge that they be authorized to try out their 
ideas and then let the public decide which kind of television they like. 

This sounds reasonable, but a little examination shows it to be misleading. 

Two kinds of tests have been proposed: spot experiments in segregated local 
areas and a full-out national test. Neither would get at the basic issue. 

Handing over one of the broadcasting channels in a local area to proponents 
of pay television would require those television families persuaded to cooperate 
in the experiment to install, at an estimated cost of $45 to $100 per set, a decoder 
to enable them, and only them, to see what is being broadcast on that channel. 
All the rest of the people who have been accustomed to getting programs free 
would find themselves completely blacked out from the programs on that channel 
during the time it carried the scrambled signal. 

And after all that hardship was endured, results of the “test” could not be de- 
cisive. The tests would simply reveal the number of families in that particular 
area who have the money and inclination to pay for their favorite programs— 
with whatever sense of prestige this might bring them. The choice would not 
be between paying for television programs or seeing them free but between pay- 
ing for them or going without them. 

The tests would also probably show that a great deal of money can be made 
out of pay television when even a small minority of local television families 
subscribe to the service. If the local experiment did not produce favorable 
resnits for pay television, its proponents would point out that the tests were 
to» limited in scope to be decisive. They would then demand trials on a larger 
scale. 

if the American people are to compare pay television with free television, a 
trial national in scope would have to be conducted over a period of time. 

But the costs of such a national experiment would be prohibitive. The major 
hurdle to be overcome by the promoters of pay television is the gigantic initial 
investment required to get it underway—the manufacture, sale, servicing cost, 
and installation of scrambling and decoding devices, the organization of eco- 
nomical systems for collecting fees. Surely no prudent enterpriser would under- 
take such huge outlays of money and organization unless he were convinced that 
once the installations were made they would stay there until he got his invest- 
ment back. Once the entrepreneur—and the public—make the necessary huge 
investments, it would be impossible to draw back, no matter what the “trial” 
shows. Any such national trial would therefore mean deciding in favor of pay 
television before the trial was made. 

That is only a part of the story. All over the country those families that have 
the money to experiment with new gadgets would have to be persuaded to spend 
$45 to $100 to alter the set they bought originally with the understanding that 
they could see every broadcast program free—by the mere flick of a switch and 
without further tax. Those unable to pay would find one of their television 
channels blacked out during their favorite programs. 
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In the end of the results of a national test would tend simply to give more 
reliable proof of what can be found by local experiment—that some families wil] 
pay for their favorite programs if they are shut off from seeing them free, and 
that if even a small percentage of total television families will do this, pay 
television can be immensely profitable to its promoters. Surely, tests are not 
required to prove these things. These questions are not at issue. 

What is at issue—and what no test need illuminate since the answer is so 
clear—is this: Do the American people want to turn over some of their precious 
few television channels to entertainment for an exclusive minority, or do they 
want all the best that can be created in television programing to continue to be 
available to all Americans—without charge? 


CONGRESS IS THE PROPER FORUM 


Mr. Stanton. With all deference to the FCC, I am comforted by 
the feeling that the issue of pay television is now in the proper forum. 
The comments which I am submitting for the record set forth the 
reasons why our lawyers entertain profound doubts that the Commis- 
sion has the power to authorize or regulate pay television. Quite 
apart from the legal considerations, however, pay television involves 
a question of national policy in which the public has an enormous 
stake. As I will develop in the course of this statement, public tests 
are inadequate to resolve the issues in this case. Therefore, we stand 
in the right place now when we ask the Congress, as the representative 
of the people, to decide the fundamental public-policy question of 
pay television. 

Now let me state in most summary terms: first, the position of CBS 
on pay television and second, the reasons for that position. Then, I 
shall move as quickly as possible to a statement in somewhat more 
detail of the basic question before this committee—the question of a 


public test, and why we believe that such a test, whether limited or 
unlimited, is fundamentally fallacious. 


THE CBS POSITION ON PAY TELEVISION 


The basic position of CBS is this: We are for free television. We 
are for it as it is today and as we are confident that it will develop 
and improve in the future. 

Since we are deeply convinced that pay television and free television 
are incompatible, our stand for free television means that we necessar- 
ily must be against pay television. We believe that it is impossible to 
be for both, because there can be no coexistence between pay television 
and free television as we know it. 

Therefore, we support legislative action which would prevent ad- 
ministrative authorization of the use of the free airwaves for pay tele- 
vision, until the Congress itself has granted that authority. 

IT should make clear that our position concerning closed-circuit or 
wired pay television—which I do not understand to be before this 
committee and which is not before the FCC—is a little different. 
Closed-circuit pay television does not involve the use of the airwaves 
dedicated to free television. We feel that for us to seek prohibitory 
legislation would put us in the position of asking Federal protection 
from competition which does not use the airwaves which free tele- 
vision has done so much to develop. Therefore, we do not ask for 
legislation which would prohibit closed-circuit pay television. Never- 
theless, I would point out (1) that closed-cirenit pay television pro- 
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poses to ride piggyback on free television since it must use existing 
television sets which were bought to receive free programing; and (2) 
except for the fact that closed-circuit pay television would not di- 
rectly black out the airwaves, it will have all the same injurious effect 
on free television as will over-the-air pay television. 


THE REASONS FOR CBS’ OPPOSITION TO PAY TELEVISION 


We do not believe that our own ultimate economic interests are at 
stake in the resolution, one way or the other, of the issue of pay tele- 
vision. If the Congress should decide that pay television is in the 
people’s interest, and if pay television then begins to take hold and 
to supplant free television, we shall partic ipate in it, if we must, to 
survive economically. We would have all the facilities, the know- 
how, and the experience for providing entertainment on the television 
screens in the American home. If we must go into it, we believe we 
would get our fair share of the multi-billion-dollar bonanza which 
the pay- -television promoters portray. 

So, we do not think that the economic fate of CBS television hangs 
in the balance on the issue. But we do believe that the fate of free 
television as we know it today does hang in the balance. We believe 
that the major—the only important—stake in the issue is the public’s. 
We believe that if pay television becomes a reality, not we, the net- 
works and the broadcasters, but the people will be losers. 

Since other witnesses have already ably stated the reasons against 
pay television, I want to review briefly why we have become convinced 
that the public would most surely be the loser if pay television goes 
forward and should succeed. 

Pay television, by its very nature, must be essentially subtractive 
rather than additive. It is subtractive because it proposes to use chan- 
nels now dedicated to free television. Each time a scrambled signal 
goes over the _ it necessarily blocks out a free signal. Thus ulti- 
mately here in Washington, for example, pay television would use 
channels 4, 5, 7, and 9—not the unused ones in between because those 
are occupied in neighboring population centers. 

Pay television is also subtractive bee ‘ause of its enormous potential 
for siphoning programs from free telev ision. It cannot and will not 
limit itself to “new” programing not now on the air. It must turn 
to the programs, the people, the talent now making up free television. 
And with the enormous number of dollars which just a small minority 
of the audience can bring in, pay television will most certainly be able 
to take those free programs away. It will have to do so if its pro- 
moters are to amortize their tremendous initial costs. 

But I need not labor the point, for the pay-television promoters 
have already made it for me. It is they—not we—who have talked 
about seizing baseball, professional and college football, star talent, 
and plays from free television. 

I agree that the World Series might be one of the last programs to 
go, but what the lawyers for the promoters say to you about the World 
Series is different from what the promoters say to prospective inves- 
tors. Telemeter recently said: “The World Series in the fnture con- 
ceivably will be able to gross as much as $25 million.” They were 
talking about pay television. 
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The siphoning process has nowhere been summed up more simply 

than by the only station applicant which has filed with the FCC for 
a license to go forward with p: ay television. That applicant has said: 
“We ask merely for the authority to sell, if we can, something which 
is now being given away.” I cannot say it any better than they have 
said it. 

The consequences of pay television will be a real misfortune for 
the American people. Viewers will have to pay for what they now 
receive free. And for the first time, television, now a democratic 
unifying force, will be divisive. Where now the best in television is 
available to all Americans, pay television will fence off the best for 
the carriage trade. One prosperous viewer can pay—and deprive a 
dozen of his neighbors of the programs they are now enjoy ing. 

The costs to the American people will be enormous. Each family 
would have to buy or rent a decoder costing between $40 and $85. 

On top of that will be the charges for programs. To watch pay 
television for two-thirds of the number of hours that it now actually 
watches free television, the average family would have to pay $473 
a year. This is 7 times what the average family spends annually on 
shoes; 3 times what it spends on heating and lighting its home; and, 
more than it spends on all medical and dental bills, plus all drugs and 
medicines, plus all cosmetics and shaving supplies, plus all dentifrices. 

Even if we take a figure of only $100 a year, which has been sug- 
gested by the pay-television promoters as the anticipated average 

collection per family, that amount is more than 3 times what the 
average family now spends for all admission fees put together, and 
substantially more than it spends for shoes, And for this $100, at 
an average ‘of 50 cents an hour, the family would get only 4 hours 
of viewing a week—which is only a little more than one-tenth of 
the time it now devotes to free television. 

Again, not we, but the pay-television promoters have put this prob- 
lem of cost to the American family most forcefully. “We can,” said 
an officer of Telemeter, “nickel-and-dime them to death.” 

Those, briefly, are some of the reasons why we feel compelled to 
oppose pay television: it will blackout free channels; it will siphon 
away free programs; and it will divide the audience along economic 

lines. 


THE FALLACY OF THE TESTS 





Let me turn now to the imminent issue—the issue on which the con- 
troversy concerning pay television has tended to focus, That issue is 
whether there should not be some sort of test of pay television. I 
think that perhaps confusion arises out of the fact that different 
people are talking about different tests—and sometimes the same peo- 
ple are talking about different tests at different times. And nobody 
has really stopped to analyze what, if anything, needs to be tested or 
how success or failure can be measured. 

What I want to do now is to demonstrate, if I can, first, that no 
test is necessary; second, that the entire concept that there can be a 
democratic public choice with respect to pay television is fallacious; 


and third, that the test proposed by the FCC cannot achieve the Com- 
mission’s objectives. 
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A TRIAL IS UNNECESSARY 


You have been told that a trial is necessary because the FCC lacks 
the decisional facts required to determine whether pay television 
would be in the public interest. But the decisional facts sufficient to 
justify denial of the pay-television proposals are available in 
abundance, 

There is no dispute with respect to the blackout of free channels. 
When a station is broadcasting pay television, it is blacked out for 
those who want to see free programs. 

There is no dispute with respect to divisiveness. It must be clear 
that the eee family will be able to view more programs than 
the average family. 

There 1s no genuine dispute with respect to the siphon. The pay- 
television promoters have said, over and over again, that they intend 
to put on the air the mass-appeal attractions which are now on free 
television. And the FCC itself has stated in its report “that some 
kinds of programs hitherto available under the present system would 
probably be subjected to a charge on the viewer.” Indeed, ordinary 
commonsense shows that produc ers, stars, writers, motion-picture 
companies, and other will respond to the lure of higher pay just as 
everybody else does. If they can make more money out of pay tele- 
vision than out of free television, they will move to the greener 
pastures. 

In addition, it is clear that people would rather see a baseball game 
free than pay for it. And all available evidence indicates that people 
would pay for the programs they like best if they could not get them 
without paying. A Gallup poli found that 31 percent of those inter- 
viewed said that they would pay for the Ed Sullivan show if they 
could not see it free. Surveys by Politz, Pulse, Roper, and the major 
league baseball owners have reached similar conclusions. 

On the other h: ind, there is a striking absence of decisional facts to 
demonstrate the advantages of pay television. The briefs filed by the 
proponents’ lawyers contain only the vaguest and most illusory prom- 
ises. No principal of any m: jor proponent has appeared before the 
FCC or this committee. Where a small group of people are propos- 
ing a scheme which bears w hin it so much danger and disadvantage 
to the public, one wonders what has happened to the old-fashioned 
concept of asking a proponent to meet a burden of proof. 

The Canadian Royal Commission on Broadcasting, a government 
body composed of distinguished citizens, had these same proponents 
hefore it. This Commission had no difficulty in making the predic- 
tions which resulted in their rejection of pay television. They said 
“subscription television would tend to canalize for its own use the 
great popular programs now offered free to the viewing public.” 

We feel that the decisional facts for free television and ag ainst pay 
television are clear. A test is unnecessary. An informed decision can 
be made now. 


A TEST CANNOT ESTABLISH MAJORITY PUBLIC CHOICE 


Not only is the test unnecessary, but the very concept of a test is, 
in this case, fallacious. The broad argument is made that America is 
built on new enterprises which must have an opportunity to succeed 
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or fail in the market place. Therefore it is urged that the public 
should be permitted to decide the fate of pay television by accepting 
or rejecting it. This sounds overwhelmingly sensible and in the best 
traditions of free enterprise. But, in this case, it just does not 
work out. 

There are two reasons for this. First, there is no majority choice 
involved. Nobody is proposing that the test. be whether a majority 
of the people want pay television. That is a test which pay television 
cannot meet. 

The concept of a test by public choice in the market place is nothing 
more than a test to determine whether pay-television promoters can 
make money. This is only a test of whether a minority will pay 
enough to make pay television profitable. But proving economic 
profitability does not prove public interest. We know right now that 
it is not in the public interest to permit one viewer to black out a 
dozen. 

Second, there is a vital distinction wliich destroys the analogy in- 
volving competition between new and traditional products. Let me 
demonstrate this with some examples. The ballpoint pen competes 
with the fountain pen and the electric razor competes with the safety 
razor. But, although the ballpoint pen is a competing means of 
writing, it does not prohibit the fountain pen from occupying a place 
ina pocket. The electric shaver is a competing means of shaving, but 
it does not forbid the safety razor from occupying a place in the 
medicine cabinet. There is a crucial distinction between pay televi- 
sion and such examples; pay television does propose to occupy the 
scarce television channels dedicated to public use. It does propose to 
oust free television from these very channels. 

It is these fundamental distinctions which make the notion of a 
people’s choice during a test of pay television wholly unrealistic. 


THE TEST 





PROPOSED BY THE 






FCC 


[ originally came here to oppose the Commission’s report, which 
set forth the conditions of the test. I have since learned, from state- 
ments made before you last week by members of the FCC, that the 
conditions will be varied from case to case and improvised from sta- 
tion to station as applications are processed, without continuity, uni- 
formity, or certainty. 

It seems to me, however, that I must initially take the report at 
face value. It is our conviction that the so-called test -—" pro- 
posed is neither limited nor controllable and that, in fact, it is no 
test. 

According to the report, each pay-television system may operate 
in 3 of more than 20 eligible areas. These areas include more than 
40 different cities in which stations, assigned to those cities, are actually 
on the air. In these areas are the largest markets in the Nation, 
precisely where the advocates of pay television have said they want to 
operate if there were no restrictions at all. 

There is no limitation on the number of pay-television systems. 
Five have already been proposed, and more may be feasible. The 
so-called test could, during its duration, become effective in all twenty- 
odd markets, On the assumption that only the 3 principal proponents 
will elect to participate and that they will decide to operate in the 








9 la 


sion 
fore 
per’ 
to 


ublic 
ting 
best 
not 


101¢e 
rity 
ision 


hing 
can 
pay 
ymie 
that 
ut a 


’ in- 
; me 
etes 
fety 
; of 
lace 
but 
the 
evi- 
the 
e to 


fa 


SUBSCRIPTION TELEVISION 403 


9 largest markets, 15 million television families—36 percent of the 
Nation’s total—will be within the test area. 

The period of the trial authorization is 3 years. The Commis- 
sion has stated in its report that it would not terminate the tests be- 
fore the 3-year period without evidentiary hearings; and that it might 
permit them to continue, after the 3 years, during the time required 
to conduct hearings and reach a final decision. 

The report places no restrictions on the number of stations in a 
market which may participate, or on the number of hours during 
which each station may broadcast pay programs (except that it must 
broadcast 28 hours of free television a week), or on the times of day 
during which pay programs may be broadcast, or on the prices that 
may be charged to the public, or on the kinds of programs, or on the 
use of advertising. 

The Commission stated in the notice which preceded its report that 
it did not want to encourage “inordinate investment” during the trial. 
But it has done just that. If only the 9 largest markets were involved, 
the cost of equipping only 1 out of 4 of the television homes in the 
test area with decoders would, on the assumptions most favorable 
tothe proponents, be just under a quarter of a billion dollars. 

In addition, huge investments would have to be made, largely by 
local businessmen, in establishing and maintaining the expensive 
organization for distributing decoding information and collecting pro- 
gram charges. All of these expenses the public would, of course, be 
expected to bear in one way or another. 

These inordinate investments will inevitably generate their own 
pressures. It will be extremely difficult to terminate this test and, 
thus, to destroy these enterprises and investments. 

I am not under the illusion that the test will immediately bring 
about all of the evils of pay television or that it will demonstrate the 
full power of a permanent authorization. But during the trial, the 
power to siphon will be present. If only 10 percent of the television 
families now viewing the Ed Sullivan show in the 9-market test area 
paid 50 cents for the program, the promoters of pay television could 
pay the stations, take $100,000 for their own costs and profits, and still 
offer the talent appearing on the show 214 times what is now being 
paid. 

Certainly, during the protracted period of the test, the blackout 
will be in operation. This would be true even if only one station 
in the eligible markets were broadcasting pay programs. In many 
of the eligible markets there are rural, outlying, and fringe areas 
of considerable extent which receive grade A service from 1 of the 4, 
or more, stations serving the area. For instance, in the Milwaukee 
area, if WISN-TV went to pay television, approximately 180,000 
people would lose their only grade A free service during the period 
of pay operations. The shift to pay television by a single station in 
each eligible test area will deprive, in total, more than 1 million 
people of all free grade A service. 

Beyond this, there is nothing in the report to prevent all of the 
stations in the market from presenting pay programs at the same 
time during the peak viewing hours of the evening, and during that 
period from producing a total blackout for everybody in the market. 

Broad as this test is, it may not show the full impact of pay tele- 
vision on free television. It is reasonable to expect the pay-television 
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promoters to be on their best behavior pending full authorization, 
They may indeed occasionally give us differential calculus, as they 
have promised, instead of Jayne Mansfield. They may indeed leave 
Perry Como and the World Series alone. With so much at stake, 
self-restraint would simply be self-preservation. 

An attempt to pow judgment on the ultimate programing of pay 
television on the basis of a trial is like attempting to write a book 
on child behavior based on the actions of children during the week 
before Christmas. But here the stakes are not a tricycle or a doll— 
they are $6 billion a year. The proponents will have the incentive, 
the resources, and the patience to walk carefully. 

Thus far, I have been discussing the proposed test specified by the 
FCC report. When appearing before this committee, however, mem- 
bers of the Commission stated that the ‘y might depart from the report 
and adopt varying rules on an application-by-application basis. 

In these circumstances, it is difficult if not impossible for us, or this 
committee, to assess the test since its rules are still being improvised, 
But even to the extent that the improvisation has begun, new difficul- 
ties have already emerged. For example, although no such limitation 
appears in the report, the Chairman of the F CC indicated that all 
stations in a market might not be permitted to participate in pay 
television and that he might be reluctant to grant the last 2 or 3 ap- 
plications in an eligible area. If this suggestion should be adopted, a 
built-in incentive to abandon free television would be provided. The 
first station to apply might have an advantage to the point of monop- 
oly by squatters’ rights. It would put a premium on early desertion 
from free television. The stations which remained loyal to free tele- 
vision would be subject to the great risk of being frozen out of pay 
television. 

In any event, it would appear that the FCC is improvising new rules 
which cannot result in a meaningful test. For example, if it will not 
grant the applications of the last three stations in a market, or if it 
will allocate different hours to different stations in the same inarket, 
it may well alleviate some of the evil consequences of the test. But 
by the same token, it will have robbed the test of all possible validity 
for it will have made it impossible to prove the basic point at issue— 
the impact of pay television on free television. 


CONCLUSION 


l'o launch an explosive missile from Cape Canaverat over the lonely 
wastes of the ocean is an experiment. To drop that missile on Penn- 
sylvania Avenue is not an experiment. The impact of the so-called 
pay-television experiment which is proposed will have immediate 
effect upon 15 million television families. 

The Commission apparently believes that after inordinate invest- 
ments have been made, after pay television has been in operation for 
years, after artists and producers have been accustomed to vastly 
higher pay, after millions of viewers have become habituated if not 
reconciled to the pay system, hearings will be held to determine 
whether the fait accompli created by the Commission should be re- 
versed. It may well be too late at that. point to reverse the course of 
history. People will be paying to unscramble pay-television signals, 
but the pay-television test itself will be hard to unscramble. 
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The difficulties of these tests are not difficulties of details; they can- 
not be fixed by a little patching here and there. These difficulties are 
symptomatic of the fundamental fallacy and impracticability of the 
basic concept of these tests. 

Forty- -two million American families watch television on an aver- 
age of 5 hours a day. They have invested $22 billion on the assump- 
tion that they would continue to have free access to the channels which 
have been dedicated to the public use. We feel that the investment 
and the reliance of the public in these airwaves deserve congressional 
protection. 

In the final analysis, there is no easy way out—the matter has to be 
voted up or down. ‘Tests provide no escape from decision. The de- 
cision can be reached by analysis and expert judgment. That must 
be done here—by you gentlemen who represent the people. 

The Cuamman. Does that conclude your statement, Dr. Stanton? 

Mr. Sranton. It does, Mr. Chairman. 

The CuHarrman. Mr. Schenck. 

Mr. Scuencr. Mr. Chairman, I appreciate your recognizing me. 
Without any desire to pass judgment or merit on Dr. Stanton’s state- 
ment or answer to questions which will surely follow, because I am 
sure his state ment and those answers will stand on their own merit, 
appreciate the privilege of pointing out that it was my great oppor- 
tunity to teach school with Dr. Stanton’s father and to know Dr. Stan- 
ton since he was a very small boy and to follow Dr. Stanton’s progress 
through his school, college, and business life. I am particularly proud 
that Dr. Stanton did come and does come from Dayton, Ohio, and 
that he is doing a great job and he is representing a great company. 
Thank you. 

Mr. Stanton. Thank you. 

The Cramman. Thank you very much, Mr. Schenck. 

Mr. O’Brien. 

Mr. O’Brien. Mr. Chairman, I would like to summarize rather 
briefly, if I may. 

Dr. Stanton, as I understand it, you believe that there is a very grave 
question of the statutory authority of the FCC involved i in this matter, 
but even if it had such statutory authority, the question is so overrid- 
ing and so important to the public that the Congress rather than FCC 
should make the decision whether it is up or down for pay television, 
is that correct ? 

Mr. Stanton. That is absolutely right. 

Mr. O’Brien. You also believe that even in a test period pay tele- 
vision and free television cannot live side by side ? 

Mr. Stanton. I: agree completely w ith that. 

Mr. O’Brten. I was interested in this matter of costs. There was 
a witness yesterday who testified that the lower income group, accord- 
ing to surveys, watched television more than the higher economic 
group. Isthat correct ? 

Mr. Stanton. That is generally true, yes. 

Mr. O’Brien. Then this figure of $473 which you used as the cost to 
the average family would be substantially higher if these poorer people 
followed their present pattern of viewing. In other words, if they 
looked at television as much as they do now, it would be more than 
$473 for the average poor family, is that correct? 
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Mr. Stanton. That is correct. That, of course, bites two ways be. 
cause they not only have to pay more, but they are not in a position to 
pay more because they have less income against which to make thes 
payments. 

Mr. O’Brien. They would have the choice of paying more or not 
seeing as much. 

Mr. Stanton. That is correct. 

Mr. O’Brien. That would figure out for the average family sub- 
stantially more than the cost of buying a brand new television set 
every year. It would megane out almost to the cost of buying a color 
television set every yea 

Mr. Sranton. Alena to that amount, or at least twice as much as 
a black and white television set. 

Mr. O’Brien. Have you heard in your position of any overwhelm- 
ing public demand for pay television ? 

Mr. Stanton. Just the contrary, Mr. O’Brien. All of the polls, I 
believe with 1 or 2 exceptions—certainly all of the surveys that have 
been made by reputable research organizations—point to the over- 
whelming denial on the part of the public of the concept of pay tele- 
vision. 

Mr. O’Brien. Thank you very much. That is all, Mr. Chairman. 

The Cuarrman. Mr. Alger. 

Mr. Averr. Thank you, Mr. Chairman. 

Dr. Stanton, I certainly appreciate hearing your statement. I think 
you know we face a dilemma that provokes these questions. I have 
not made up my mind by a long way, so I want to ask you several ques- 
tions that are troubling me. First I observe in this first FCC report 
nowhere have they mentioned anything to do with the experimenting 
company bearing the cost. What is your understanding of the cost 
burden of the experimentation being ‘borne by those experimenting! 

Mr. Stanton. There have been a variety of statements made about 
that, but in the final analysis I think the public has to pay one way 
or another if these are publicly held corporations. The loss comes 
out of the public in the final analysis. 

Mr. Axcer. You would expect the FCC to lay down some rules as 
to how the cost in this experimentation should be borne? 

Mr. Stanton. I find it difficult, sir, to see how the FCC can do that, 
but this is an area that I think belongs to the lawyers and not to an 
operating executive. I think it raises a whole host of problems that 
I believe ultimately will have to come to Congress for study and 
for final decision, because if you get into setting 1 rates, this I think 
goes beyond my understanding of what the Federal Communications 
Commission can do in the broade: asting area. This opens up a whole 
host of problems if you start talking about what you can charge for 
programs and what you can charge for decoders and things of that 
kind. But as I say this is a legal area, I believe. 

Mr. Aucer. The men who have testified thus far have indicated there 
will very definitely be a charge to the individual family at the time 
they initiate the test. Hence they must go in and sell pay TV to them. 
Do you foresee a difficulty, with the terrific public resentment for pay- 
ing for something that they now get free, to a salesman in a living 
room trying to sell a program that costs several dollars initially plus 
a continuing charge for each TV viewing ? 
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Mr. Stanton. I think I want to give you two answers to that, if 
[may. First, I would not want the job of making the sales approach. 
[think there are some devices that they have used very skillfully that 
might be applied, but it seems to me that you gentlemen and the wit- 
ness here have to look at this thing not in terms of the fact that it 
might be a failure, but we have to look at it in terms of its being 
a success and judge it on that basis, rather than on the basis of failure. 
Do not forget it only takes a small percentage of the total audience 
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7 re to make the thing a success for the promoters. If one-tenth or one- 
| color | twelfth or one-fifteenth or one-twentieth of the audience that now 





watch some of these programs would pay a very small amount, the 
promoters and the talent would end up with much more money than 
they have today. So the tail could wag the dog. Ten percent of the 
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helm- people would be deciding what 90 percent of the people could do. 
They could either pay their money or go blank. 

olls, I Mr. Atper. Advertisers depend on mass market, do they not, in 

: have | television ? 

over-} Mr. Stanton. They do. 

rtele-| Mr. Arcer. Supposing the people through economic limitation 
could not afford to pay for pay TV, except for half an hour a day 

rman. | or an hour every other day, because of family budgets. What are the 
advertisers going to do? Are they not going after the 90 percent or 

E whatever of the market that are watching free television programs, 
think | as for example, the cigarette manufacturers ? 
have Mr. Stanton. It may not be quite as simple as that. If the top 









ques- programs are bid in by pay television from the advertiser, then the 
eport | viewer or the advertiser would not have the choice because the pay 
nting | television promoter would have the program. 

> cost Mr. Arcer. But if only 10 percent of the people could afford to 










ting! | watch this magnificent program because of financial limitations? 

bout Mr. Sranton. The promoter would be way ahead on this route. 
way Mr. Arcer. But the advertiser wants a mass program. 

omes Mr. Sranron. I do not think the advertiser joins into this par- 






ticular part of the issue, because he would not have a choice in the 

matter if the pay television promoter sewed up the baseball games or 
the football games or the big plays or the existing top shows on the 
three television networks today. If the promoter sewed those up, 
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Oan | the advertisers could not have a prayer, and neither would the public 
that | exe pt for those who could afford to pay. The carriage trade would 
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not mind, but the people who depend on television for their sources 
of entertainment and much of their information would be denied any 
service. 

Mr. Atcer. I follow the logic of your position. I am merely think- 
ing from the standpoint of ‘the advertisers that if the people can- 
not afford to watch these programs and since they are going to watch, 
as you said in your statement, 5 hours a day, the advertisers still will 
have the greatest mass mediums for reaching the people through 












here 








Ime | free TV. 

em. Mr. Stanton. Let me say something else. I think if you took the 
ay- | key programs in the prime hours out of free television and put them 
‘ing over in pay television, I think you would shrink the universe for tele- 
olus vision in this country. In other words, I do not think that free tele- 





vision would maintain anything like its proportionate share of the 
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viewing that it has today because you need the prime evening hours to 
pull the rest of your schedule along with you. If you do not have those 
big programs in the evening, if they are blacked out or go over to pay 
television I think we begin to do something by way of shr inking our 
audience. 

Furthermore, the advertiser might come into this picture in a little 
different way. No one has said that you would not have advertisin 
on pay television. I think you gentlemen would be in a real spot i i 
you approve pay television and some years hence somebody came in 
and said we can show you how to cut this bill to the American public 
from $6 billion a year to $3 million a year by allowing advertising on 
pay television. I think you would be in a very difficult position, if you 
did not give back some of that money to the public by that route and 
they might end up 3 or 5 years from now with television just the same 
as today except they would be paying $3 billion a year for it. 

Mr. Averr. You do not feel that tests of any kind under any circum- 
stances set up by the FCC would be fair, then, do you ? 

Mr. Stranron. I do not. Let me answer that as directly as I can. 
I do not think so. I come out of that business. I would not expect 
it to be known on the other side of the table but my background has 
been in research. When this issue came up many years ago I tried to 
visualize how you could do a test of this kind. I have come to the 
reluctant conclusion that there just is not any way to test this propo- 
sition. I think you have all the facts you need right here before you. 
We did a study in Columbus, Ohio, in an effort to do it without going 
on the air, but by doing it with interviews. I will be glad to make 
that study available to the committee. But I do not know any way to 
test it where it will not hurt the public, and if you make the test small 
enough it will not prove anything. If you make it broad enough, it is 
all over. You have authorized it. It is like testing a missile. "You 
have to fire the thing and you cannot bring it back again once it goes. 

Mr. Ateer. You do not want it on Pennsylvania Avenue. 

Mr. Stanton. I certainly do not. 

Mr. Ager. Doctor, my timeisup. I have other questions. 

Mr. Stanton. I am afraid I imposed on your time. 

Mr. Auecrr. That is what you are supposed to do. 

Mr. JarMANn. I would be interested in the decision that was made 
in Canada and to which you refer. 

Mr. Sranron. As you know, a Royal Commission was appointed in 
Canada in 1955 and I believe the report was brought down in the 
spring of 1957. This document, the report of the Royal Commis- 
sion on Broadcasting, is in my hand here. It isa voluminous report. 
It is a beautiful job, might say. This Commission was studyi ing the 
future of broadcasting in Canada. As you know, the Canadian Gov- 
ernment operates its television and its radio differently than we op- 
erate it in this country. They have advertising and they also have 
what they call the Canadian Broadcasting Corp., which is a quasi- 
public body and it is financed from three di ferent sources. The CBO, 
I believe, gets the major part of its income from a tax of 15 percent 
on the sale of receivers and receiving tubes and parts. Then its gets 
a grant—I was going to say from the Federal Government—from the 
Canadian Government, and it also gets some income from license fees 
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which it charges to the licensees in Canada. This is a nominal 
amount. So you have a different system oo than you have here. 

In planning the future of television in Canada, they appointed 
this Royal Commission and the ae for pay television went 
io Canada and made the same proposals there that they are making 
here. I think it is significant that the Canadian Royal Commission 
said no to pay television, even though they are closer to a form of 
pay television in Canada than we are in this country. 

Mr. Jarman. Doctor, may I ask at this point, Were the proponents 
asking for a national test or a local test ? 

Mr. Sranton. I do not recall. I can certainly ascertain that for 
you. I do not recall whether they were proposing a test or presenting 
it for full authorization. 

Mr. Jarman. The decision of the Canadian Royal Commission was 
made in 1957? 

Mr. Sranton. The report has a date, I believe, of March 15, 1957. 
So, I would say, during the first quarter of 1957 the deliberations were 
held. ‘They sent that Commission down to the States, studied our 
broadcasting organizations in this country, spent time with our exec- 
utives in the various networks and stations to find out how we did 
things here, went back and held further hearings in Canada, and this 
is the document that came out. They have denied pay television in 
Canada. 

Mr. Jarmsw. Thank you very much. 

Mr. Sranron. I know of no place in the world where you have 
anything approaching pay television. You certainly have licensed 
operations and government-supported operations in most parts of the 
world, but I know of no place where it is put on a slot machine or 
per program basis. 

Mr. Jarman. Do you know of any other country in which the issue 
has been considered, other than Canada ? 

Mr. Sranton. I am told, sir, that there is some deliberation going 
on about it now in England, but I do not know of any other country 
but Canada that has reached the final conclusion. 

Mr. Jarman. Thank you. 

(The following document pertaining to the above discussion was 
later submitted for the record :) 


SUBSCRIPTION TELEVISION 


The Commission heard spokesmen for the separate briefs of three different 
companies proposing the introduction in the Canadian broadcasting system of a 
television service by individual subscription. This service would consist of tele- 
vised programs made available, through the use of electronic devices of various 
designs, only to the owner of a receiving set agreeing to pay a given fee for a 
particular program. In this way he would be paying an admission fee much as 
he would do were he, for example, a spectator at the theater, the cinema, the 
concert hall or the stadium. The companies who put the proposals forward are 
the Zenith Radio Corp. and Teco, Inec., of Chicago, Tll., the Trans-Canada Tele- 
meter Corp., a Canadian subsidiary of Famous Players Corp., of Los Angeles, 
Calif., and the Skiatron Electronics and Television Corp. of New York City. 

Although the patented devices of subscription television differ in design from 
one manufacturer to the other, the notion behind each one is essentially the 
same: it involves the scrambling and the unscrambling of the signal received. 
The subscriber is informed in advance of the nature and content of the programs 
to be offered over a period of time and of the fee that each one calls for. The 
program thus offered to the subscriber appear in scrambled form—both the 
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sound and the image—on his screen until they are unscrambled through the 
operation of an ingenious decoding device of which each individual subscriber 
has a key fitting only his own receiving set. It is therefore not possible—so at 
least is the contention of the manufacturers of the various devices—for a viewer 
to intrude on a subscription program unless he pays the required fee. 

Persuasive arguments are marshaled by protagonists of subscription television, 
It is certain that under the regime of gratuitous telecasting now existing, many 
spectacles of merit may be held off the air because they appeal only to audiences 
limited in number and for that reason do not draw commercial sponsorship. It 
is argued, with plausibility, that quality spectacles, for instance in the realm of 
drama, or spectacles of interest to educators, to scientists or to practioners of 
surgery and medicine, to mention only a few possibilities, might be telecast in 
greater abundance if the general public were in a position to support their presen- 
tation through the payment of a fee. In this manner, it is suggested a variety 
of programs might be produced, for paying audiences, that otherwise might never 
see the light at all. 

However alluring the perspective thus pained we find it difficult to look upon 
subscription television as a rightful use of the air waves. Would not subscrip- 
tion television tend to narrow the field of broadcasting when the general drive 
is rather toward expansion? And how could the use of the public domain for 
individual rather than general service be justified? Two questions which raise 
serious doubts. 

Also surrounded with difficulties, in our minds, is the manner of introducing 
subscription television in the Canadian broadcasting system, a system supported 
partly by commercial revenue, partly by government grants. In a sense, Canada 
already has a crude form of subscription television in the shape of tax revenue 
applied to broadcasting. It could be argued, moreover, that the cost of collection 
is probably lower under the Canadian system of “subscription” through taxation 
than under a regime of individual and direct subscription. The latter, it must be 
noted, involves substantial costs for scrambling and unscrambling devices and 
for administration. 

Promoters of subscription television are likely, furthermore, to remain sub- 
ject to the same pressures for the presentation of mass appeal spectacles as are 
the producers of commercially sponsored programs. It may be true in theory 
that subscription television could offer to relatively small audiences, at a sub- 
stantial cost to the individual viewer, programs of narrow appeal. It is more 
reasonable to expect, however, that the incentive of pecuniary reward would 
make for the offering of spectacles of wide popular appeal at a lower charge for 
each individual. One must bear in mind also the likelihood that subscription 
television would tend to canalize for its own use the great popular programs 
now offered free to the viewing public, such as the major sports events and the 
more extravagant shows. From this would arise, as a consequence, a sort of 
permanent conflict between the demand of the public to continue to receive free 
what they have been accustomed to receive free, and the natural desire of pro- 
moters of sports events and of other forms of entertainment to raise their gains 
by means of the subscription device. Such a conflict of interest would be difficult 
to check by regulation. 

Finally, one fails to see how the CBC could substantially better its financial 
position by the use of subscription television unless the more lavish or popular 
productions were withdrawn from the free sector and offered to Canadian 
viewers for an individual fee. This would result in depriving the remainder of 
Canadian viewers of those spectacles, thus impairing in effect the service avail- 
able to them. 

Although we do not think we can, for the present, recommend the introduction 
of subscription television in Canada, whether on the public or private stations, 
the door should not be closed to the idea for the future. There are conditions 
under which subscription television might play a complementary role in a broader 
system, and the day may come when the usefulness of this role will be demon- 
strated. One of the conditions might be fulfilled, for instance, when television 
stations in Canada have become more numerous and their services to the public 
more varied. There would then be less force to the objection that subscription 
television is likely to leave the Canadian viewer with no choice but to leave his 
screen dark if he is unwilling or unable to pay the required fee. 



















































Source: REPORT—Canadian Royal Commission on Broadcasting, March 15, 1957. 
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The Cuatrman. Mr. Avery. 

Mr. Avery. Mr. Stanton, you and other witnesses opposing sub- 
sription television frequently have made reference to top programs. 
I got into this discussion a little bit yesterday. I think that you are 
being presumptuous when you say that you know what a top program 
is I think it is a top program because it has not yet met a challenge. 
To say that subscription television can siphon off, say, 10 percent of 
the top programs, therefore distorting the whole administrative and 
economic basis for so-called free television as we know it today, I 
wonder if it is a fair statement or not. I used the example yesterday 
of CBS’ program at 8 o’clock. A few years ago practically it pre- 
empted that whole hour. Then came a time when it was challenged, 
and, according to the poll takers, you then had to split it or maybe 
divide it. Then came a whole new set of viewing habits in the last 
few months, and now you are splitting it three ways, because you 
have been further challenged. 

So I wonder if the industry could take the position of knowing 
that such and such a program is a top program and can automatically 
draw with it or take with it a certain number of viewers. It has 
done that only because it has not been challenged by one that is a 
little better. 

Mr. Sranton. Your example, if you went back a little further in 
history, you would find that the 8 o’clock period on Sunday night was 
held by NBC in the very early days of television. This is before Ed 
Sullivan became prominent on the 8 o’clock time. So the audience 
does ebb and flow, as you say. It does not always take from one and 
give tothe other. It expands the audience. 

There are more people looking at 8 o’clock on Sunday night now 
than were looking at 8 o’clock on Sunday night 3 years ago, let us 
say. We are not afraid of competition. That kind of challenge does 
not bother the industry a bit. We live with that day and night. We 
have it all the time. But this would not be that kind of a situation 
because you would have either a pay program or no program. It is 
not a case of being able to compete, because the screen would be blacked 
out at that time. 

Mr. Avery. What you are saying is that you would probably be 
holding that 8 o’clock audience had your competition had to go on 
pay TV. Isthat what you are saying? at 

Mr. Stanton. No, I cannot conceive of our affiliates sitting still if 
their competition in a market went into pay television. I think they 
would want to go into pay television. The network as we know it 
now would slowly disintegrate. We do not talk about this network 
as one uniform, across-the-country operation. It is made up of 180-odd 
stations. It would be very difficult to keep the advertiser in support 
of the Ed Sullivan show if Cleveland or if Detroit or if Fort Wayne 
or Indianapolis or Des Moines—take the market—began to pull away 
from that network. The reason they would pull away is because they 
would have to meet their competition locally. If their competition 
locally were in pay television, they would want to be in pay te'evision. 

Mr. Avery. For how long a period does a station usually contract 
to a network? 

Mr. Stanton. It is a 2-year period. 
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Mr. Avery. In other words, if we have 4 channels here in Wash- 
ington—I believe 3 are affiliated with a network, is that correct? 

Mr. Sranton. That is correct. 

Mr. Avery. If pay TV came into Washington, they would have 
only one immediate outlet ? 

Mr. Stanton. Not at all. I do not want to to presume to put words 
in the mouths of the operators of the Washington stations, but any 
one of those stations can apply to the FCC for authorization in pay 
television under the report that the Commission has ane The fact 
that the station has an affilation with us or with NBC or ABC does 
not preclude that station from applying for pay seoeisienn author- 
ization. 

Mr. Avery. You say it does not ? 

Mr. Sranton. It does not. 

Mr. Avery. And you mean there is not any language in your con- 
tract whereby you could deny them certain services you are rendering 
them if they went into subscription TV. 

Mr. Sranton. No, sir. 

Mr. Avery. That is a little different testimony than we have had 
before the committee on previous occasions. 

Mr. Chairman, I yield the floor. 

Mr. Witu1uaMs (presiding). Mr. Flynt. 

Mr. Frynv. Mr. Stanton, this committee is always delighted to 
have you appear before us. I feel I am speaking for my colleagues 
in thanking you for the fine testimony you have given here today. 
Do you have any reason to assume that the Federal Communications 
Commission would not require pay television to operate in the public 
interest ¢ 

Mr. Stanton. I am very sorry; I did not hear all of that. 

Mr. Fiynt. Do you have any reason to assume that the Federal 
Communications Commission would not require pay television to 
operate in the public interest ? 

Mr. Stanton. I have no reason to assume that they would not. 

Mr. Frynr. Then how do you lay a premise for your statements 
contained in your prepared statement and, also, your answers to other 
questions, that the public would be denied things that they are now 
getting? 

Mr, Stanton. Sir, it takes money to give this public service or this 
special programing that I think you are talking about when you asked 
the question about operating in the public interest. If you do not 
have the income and the wherewithal to do it, it is just impossible to 
do it. You can’t get blood out of a turnip. For example, I think 
during 1957 the network—the CBS Television Network—spent well 
in excess of $14 million for its news and public affairs programing. 
The net cost of that operation, after deducting all income, was around 
$11 million. You have to have considerable fat in order to pay out 
that kind of money to put on this special type of programing. If 
you are going to lose your prime periods to pay television, you simply 

cannot put on programs of any important signific ance in the balance 
of the time. You can operate, but you will not have the kind of op- 
eration you have today. 

Mr. Frynr. Do you feel that additional competition would stimu- 
late better programs and better programing ? 





con- 
ring 


had 


d to 
gues 
day. 
[ions 
ablie 


leral 
n to 


ents 
ther 
now 


this 
sked 
. not 
le to 
hink 
well 
Ling. 
yund 
- out 

If 
aply 
ance 
 Op- 


imu- 


SUBSCRIPTION TELEVISION 413 


Mr. Stanton. Better free competition ; yes, sir. 

Mr. Fiynv. Just more competition generally. 

Mr. Sranton. I think competition has sharpened the programing 
skills of the broadcasters in this country, from whatever source it 
comes, whether it is movies or Broadway, radio, or what you want 
toname. 

Mr. Fiynvr. Is there any example that you know of in the history of 
radio or television where competition from a new source has not 
stimulated and produced better programs for the viewing and listen- 
ing audience ? 

Mr. Stanton. Iam not sure I follow your question. 

Mr. Frynr. Would you like for me to repeat it ? 

Mr. Srantron. Yes; I would. I think as I heard it I shifted gears 
or you shifted gears; I am not sure which. 

Mr. Firyntr. Do you have any knowledge of any instance or any 
event in the history of radio or television where new competition has 
not stimulated better programs for the viewing and _ listening 
audience ¢ 

Mr. Stanton. I have nosuch experience. 

Mr. Fiynv. Is there any reason to assume that additional competi- 
tion from a new source now would not produce better programs for the 
viewing and listening audience and, therefore, be in the public 
interest ? 

Mr. Sranron. If it were possible to maintain what we now have, 
I would answer in the affirmative. 

Mr. Fiynv. If the Federal Communications Commission should 
require and set it as a condition precedent that free television maintain 
a given percentage, and I think a very large percentage of viewable 
time, would that be sufficient control, in your mind ? 

Mr. Stanton. No, sir. 

Mr. Fiynr. Why not? 

Mr. Sranton. One reason is that we have not specified the per- 
centage in the question and, also, the application of the percentage as 
it applies to either of two things, kinds of programs or hours of the 
day. If, for example, you were talking about a percentage that ap- 
plied, and let us say the percentage were reasonable and small, but it 
applied in a way that the prime evening times could all go to pay tele- 
vision, then I would have to say I could not accept that, because I do 
not think that would operate in the public interest. 

Mr. Fiyn'r. Are you assuming that the proposed test would be 
successful or unsuccessful ? 

Mr. Stanton. For the sake of this discussion, I am assuming that 
itis going to be successful. 

Mr. Fiynv. Do you think it would be successful if it did not meet 
with the approval of a sufficient number of American people? 

Mr. Sranron. That is a difficult question to onewee, Dain we are 
not being specific now about the amount we are talking about. Again, 
it takes only a small percentage of the total families in this country 
to make pay television a success for the promoters. I do not think 
itisa success for the public, but it would be a success for the promoters. 
The test is whether they can make money, and not whether it is a 
majority test. 
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Mr. Fiynr. Do you think the American public would buy it if it 
were not anxious to do so? 

Mr. Stanton. I think if you gave important progranis to the public 
long enough by free television and you suddenly took those programs 
away and ‘then started ch: arging for them, you would get enough peo- 
ple to pay for them because they have come to depend on and ion 
that kind of entertainment. I think that we would become the proy- 
ing ground, if you will, for the talent that would go over for pay 
television. 

Mr. Fiynr. How long is the average contract time for those pro- 
grams which you consider your top programs / 

Mr. Sran'ron. They vary, sir. Generally, 5 years, I would say, isa 
“r eriod in terms of time. 

r. Fiynr. Do you think it would be possible for you to lose many 
of your top prograins during the next 3-year period ¢ 

Mr, Sranron. I certainly do, if pay television were approved. 

Mr. Fiynv. Do youthink that the economic factor is the only reason 
you would lose them ? 

Mr. Stanton. Yes; pure and simple. 

Mr. Fiynt. Do you consider that so-called free television is really 
free / 

Mr. Stanton. Sitting in this room yesterday, I found out that was 
a highly sensitized word. Until I heard this conversation or discus. 
sion here yemnene iy, I had not really given a lot of thought to that label 
as we use it. I do not believe that I recall ever seeing the word 
“free” applied to television or radio until the pay proponents came 
along. an when it was fee television or toll television, we put the 
label on free television. 

It is a shorthand label. I would not deny that the public has to 
invest in a set and the public has to pay a fraction of a cent an hour 
per family to operate that set. They have to do that, whether it is 
pay or free, if you do not mind. 

Mr. Fiynr. Is not the real difference between pay television and 
free television a matter of degree and the difference in the cost ? 

Mr. Stanton. I think an awful lot of things in the world are just 
a matter of degree. There is a difference of kind here, as well. I 
think there is a difference in degree; you are right. But the public is 
not paying for it directly in the case of free televi ision, if you will allow 
me to use that label to distinguish it from pay. If you take the total 
amount of money that American industry spent in 1957 for all tele- 
vision, whether it is local or network, and you divide into that the 
number of hours of family listening, it comes down to about a penny 
and six- or seven-tenths of a cent per hour of family viewing. 

Mr. WittraMs. Mr, Flynt, I am afraid your time has expired. 

Mr. Fiynt. I am not talking. I might add I was enjoying what I 
was hearing. 

Mr. Hesevron. May I yield my time to get the answer / 

Mr. WiuraMs. Very well. 

Mr. Stanton. Iapologize, gentlemen. 

Mr. Hesevron. Could we have the completion of that answer? I 
think it is important. 

Mr. WituraMs. Surely. 

Mr. Sranron. I was trying to arrive at what is the bill per family 
hour of viewing for television as it now operates in this country. For- 
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t for the moment how it is paid for because I think we can argue 
itil the cows come home about the economics of advertising and 
whether it is hidden or whether it is not. 

If you take all the money that is spent for programing and time and 
facilities for local stations, networks, the whole ball of w ax, in 1957, 
it is about $1,300 million, That is an estimate. If you divide or if 
you take the total number of families and the amount of viewing in 
this country and apply it against that cost, it works out to about a 
cent and six- or seven- tenths per hour. 

Then you have to add to that, if you want to look at what is being 
aid for viewing television in this country—because I am going to turn 
the other cheek now and be just as frank as I can about this—you have 
to add the four-fifths of a cent an hour that the average set costs to 
oper: ate. 

That four-fifths of a cent an hour you would have whether you had 
free television or not. I think you could even make the ar gument that 
it might cost a little more electricity to operate a pay set than it 
would a free set. But let us call it even-Steven so that does not 
enter into this thing. 

Now, the amount of money that is spent for advertising—as I lis- 
tened to some of the questions yesterday I was under the impression 
that perhaps someone was thinking that if we did not spend the money 
for advertising on television that saving in advertising expenditure 
would be subtracted from the cost of the product to the consumer. 

This would not happen, I am sure, because if the advertiser could not 
advertise on television he would put that money into other mediums. 
I do not think it would make any difference at all in the price of the 
products to the consumer. In fact, I think you might even make the 
argument that the advertiser’s cost of the product might go up be- 
cause he has never had anything that was as effective as a distribution 
agent as television. 

But we did not use this label “free” for propaganda purposes or 
anything of that kind. This is a shorthand label that we applied to 
it, and it is free in the sense that once the consumer has a set and can 
afford to meet his monthly light bill, all he has to do is to turn the 
switch to see the program as against the pay television where he has 
to buy the set, pay his monthly light bill and then put a quarter, 50 
cents, or whatever it is into the slot to see the program. 

The discussion yesterday troubled me because after I sat in the 
back of the room here hearing at this talk of our American system 
of broadcasting not being free, I did some thinking about it last night. 
If you look through the FCC’s own report that was issued back in 
October, or whenever it was that the Commission issued its first report, 
you w ill find the Commission itself refers to the free television service 
In paragraph 4 of its document, or in another section it refers to it 


° 


in paragraph 32—this is going back into history and I will read— 


When Congress debated the legislation which emerged as the Radio Act of 1927, 
the practice of free broadcasting had become established and was universally 
followed. 

Then later in the paragraph it refers to the licenses proposing free 
broadcasts and no longer has it in quotes. 

In paragraph 52 the Commission refers to the impairment of free 
television service. <A little later on—not a little later on, but in a 
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previous penne, paragraph 47—the Commission refers again to 
free television as free of direct charge to the public. 

In paragraph 50 it talks about the very same kinds of programs it 
now receives free. 

This is a handy device that we have taken but I think it pretty 
nearly represents the situation in this country as distinct from what 
you have in other countries of the world where you have to pay license 
fees or as distinct from what you would have in pay television where 
you would have to pay per programing. 

Mr. WiILuraMs. Did that answer your question, Mr. Flynt? 

Mr. Fiynv. Yes. 

Mr. Wiiu1aMs. Mr. Younger? 

Mr. Younger. Mr. Chairman, the House is in session. Are you 
going to continue? 

Mr. Wittrams. I assume that the chairman will be back in a mo- 
ment. He did not leave with me the suggestion as to what the pro- 
gram would be. He said he would be back in a moment. 

Mr. Youncer. I do want to thank you, Mr. Stanton. As usual, 
you have presented a very concise and direct statement here, as you 
always do. 

Mr. Stanton. I think there may be some argument about whether 
it was concise. 

Mr. Youneer. In all presentations of this kind where there might 
be a slight difference of opinion you would need a little elucidation, 
perhaps. 

I would like to have a little explanation on the statement which you 
made about the public could not view free television because the sta- 
tion would be blacked out. You answered that a minute ago. 

Mr. Stanton. If a station is broadcasting pay television, then for 
those people who do not put the money in the slot or make the ar- 
rangements that are necessary in order to get that service, it is blacked 
out. 

Mr. Youncer. You said that one of your stations which is affiliated 
with Columbia Broadcasting System could make a contract for pay 
television without any limitations. Is that true? 

Mr. Sranton. I do not know what limitations the Federal Com- 
munications Commission would involve. 

Mr. Youncer. No; I mean limitations from Columbia Broadcast- 
ing System. 

Mr. Stanton. We could not enter into any part of that contract as 
far as the station is concerned. 

Mr. Youncer. No. If I understood the information given us at a 
meeting which I attended the other day with the Columbia broad- 
sasters, that the network preempted certain time of each station which 
they could not contract or sell. Is that true? 

Mr. Sranton. Not entirely, no. We have certain hours which we 
refer to as option time. But there are provisions in our contract which 
permit the station to cary other programs in that time if the station 
in its opinion believes it to be in the public interest to do so. So that 
they do not have an ironclad preemption, as you put it, to take all the 
time of the station or to take those hours that are under option willy- 
nilly. 
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There are many of our programs in many of our stations which are 
not carried because the station elects to carry another program in that 
particular time. 

Mr. Younger. So that you have no control—positive control—over 
an affiliated station on any of its time? 

Mr. Stanton. Our option would not apply against the program of 
another network on that station. 

Mr. Youncer. I am not talking about another network. I am 
trying to get pinpointed the question which was illustrated to us the 
other day ‘at the meeting and what you said here. It is that the net- 
work did have certain hours of its affiliated stations preempted and 
that the station could not contract those hours away either locally or 
for another network. 

Mr. Stanton. We have never made a legal test of that and this has 
never been necessary. 

Mr. Youncer. I am not talking about the legal test. I know it has 
a legal background. I mean do you provide that in your contracts? 

Mr. Stanton. We have a contract which gives us a call and option 
on that time. But under the Commission’s rules and regulations, if 
the station elects to do something else programwise, whether it is 
sustaining or commercial, and says it is in the public interest to do so, 
they c annot take that program that we offer at that time. 

Mr. Youncer. So actually you do not have actual control over that 
time. The local station has the control, if they want to say it is in the 
public interest. 

Mr. Stanton. Absolutely. 

Mr. Youncer. You mentioned about the blackout. If subscription 
television were limited to the UHF so that all of the VHF airlanes 
were free, would that make any difference? 

Mr. Sranvon. That is a close ¢ question, sir, because I think that 
would not be a great disturbance to free television as we now know 
it. If you were ‘to forecast that television would have to expand the 
number of channels now serving the American people—that is, the 
number of free channels, looking ahead perhaps 10 years—this might 
raise some questions. 

It is a close one. I would say if it were confined just to UHF this 
would not trouble me the way it would if we were talking about put- 
ting it into present channels. 

Mr. Youncer. If it were limited to the UHF and limited by regula- 
tion that they could not use any existing program that is broadcast 
free, would that help? 

Mr. Stanton. That would certainly help, sir, but I must confess 
that I find it from an operating point difficult. to see how anyone 
could legislate or write a rule that would work in that particular case. 
This would almost seem to me that you would be denying an individ- 
ual some of his freedom; if you were to say that he could not work 
for pay television if he worked for free television, that is. 

When you talk about keeping the programs on free television, set- 
ting up some kind of regulation that would not allow the free’ pro- 
grams to go over, you are not talking about discreet packages. You 
are talking about hundreds of people in many of those programs. 
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A writer who worked for one of those programs would be denied the 
opportunity for working for a pay television program if I understood 


your question. 
Mr. YounceEr. 
enterprise and th 


If you are getting into the argument as to private 
e right of the entrepreneur against public interest, 


then you are getting into another field. You are determining that it 
is not in the public interest for the top program man to have a mar. 
ket that he can sell his product to the highest bidder. 

There, again, in the public interest you are limiting private enter- 


prise or ‘the indiv 
this resolution. 


idual, which is what you are proposing to do under 


Mr. Sran'ron. If you were to lift that discussion out of the broader 


context, I agree w 
I believe that you 


ith you. But if you look at the broad public interest, 
would have to look at the people who were being de. 


nied things by this decision as well as the man who is bettering his 


condition. 
Mr. YOUNGER. 


A while ago you were using as a base argument the 


right of the individual. 
‘Mr. Sranton. I was only applying that, sir, to your proposal that 
there be some kind of regulation that pay television be confined to the 


UHF and to pro 


understood you c¢ 


grams which were not now on free television, if I 


rrectly. 


Mr. Younaer. That is correct. 
Mr. Sranton. That is fine. That is all right as far as I am con- 
cerned. But I said, and I probably should have kept my mouth shut, I 


do not see how you 


ican do that because it would seem to me to be a very 


difficut thing to do in terms of the individuals involved. 


Mr. YounceEr. 
problems involvec 


If that is going to be difficult to do because of the 
l, is it not going to be equally difficult to say to the 


actor or the programer, by legislation, because in the public interest 
you cannot sell your product to the highest market 
Mr. Stanton. You are taking something away from the public in 


order to give it to 
Mr. YounceEr. 
1s not. 


the minority. 
In these cases, you say one is difficult but the other 


Mr. Sranron. I think the former case, the one we are talking about 
taking the programs away from the 90 percent who cannot afford to 


pay for them and 


giving them to the 10 percent who can afford them, 


I think this is a question that has very broad public implications and 
there is just no question in my mind. 


Mr. WILiiAMs. 


time has expired. 
Mr. YOUNGER. 


With fear and trembling, I will suggest that your 


I think it has. I would like to proceed with a few 


questions after we come back this afternoon. 


Mr. WILLMIAMs. 


he wanted to hav 
this afternoon. 


Mr. Springer indicated he had 1 or 2 questions that 
e answered because he might not be ‘able to be here 


Mr. Sprincer. I have just two questions. 


Dr. Stanton, on 


January 14 you said: 


It should perhaps be made clear that pay television does not as we see it 


threaten the interes 


t of CBS or its stockholders, If Congress and the Federal 


Communications Commission, reflecting the will of the American people, decide 
that pay television is in the public interest and if pay television begins to sup- 
we will simply be forced to offer pay television programs, 


plant free television, 
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My question is do you stand on that statement ? 
Mr. Stanton. I do, sir. 
Mr. Sprincer. This means simply in essence this: If pay TV is suc- 
cessful, CBS will go to pay TV. Am I right? 
Mr. Sranronn. We will have no other choice. We will be forced to 
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hat it | do so. 

mar- Mr. Sprincer. It is very clear, then, that exactly the same position 
will be taken by NBC and ABC. 

nter- Mr. Stanton. I would say so. 

inder Mr. Sprincer. Economic: ally, there could be no other place for them 






togo. Am [right on that? 








vader Mr. Stanton. I agree with you completely on that. 

rest, Mr. Srrincer. That being true, there is no basis on which free TV 
ode. | canstand without those networks. 

x his Mr. Stanton. I believe that to be accurate ; yes. 





Mr. Sperincer. Do you have any other qualification ? 

Mr. Stanton. None whatever. 

Mr. Serincer. That isall, Mr. Chairman. 

Mr. Busn. Mr. Chairman, I just want to say this. I want to com- 
mend Mr. Stanton for his very fine and excellent statement before this 
committee this morning. It has been very informative and we appre- 
ciate it. 

Mr. Stanton. Thank you. 

Mr. Wits. Since the bells have rung, the committee will neces- 
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con- 
it. I sarily have to stand adjourned until 2 o'clock this afternoon. 
very (Whereupon, at 12:10 p. m., the committee recessed, to reconvene 
3 at 2 p.m. the same day. ) 
a AFTERNOON SESSION 
ie 
rest The CHarrman. The committee will be in order. 
Mr. Rogers, do you have any questions of Mr. Stanton ? 
Cin Mr. Roarrs. Thank you, Mr. Chairman. 
Dr. Stanton, I do not want to belabor the point, but I do think it is 
her very important. I was very interested in your remark this morning 
that the label that was put on this issue as free TV or pay TV was not 
out for propaganda purposes. Frankly, I had not thought of it from that 
| to standpoint before, but it does look like that might be a Madison Ave- 
em, nue label. That is sort of like a man making a public decision between 
ind sin and virtue, because the American people, choosing between free or 
pay usually take the free, if they think it is free. “But the point is 
our simply this: Do you not think that is to some extent a misrepresenta- 
tion of the entire problem with which we are faced ? 
‘ew 
STATEMENT OF FRANK STANTON, PRESIDENT, COLUMBIA 
hat BROADCASTING SYSTEM—Resumed 
ere 
Mr. Stanton. No, I would not agree that it is a misrepresentation. 
I think that both labels are shortened for a descriptive term that can 
be used. 
te Long before Madison Avenue, the Members of the Congress referred 
ral to our system of broadcasting as “free broadcasting. y If you go 
ide back into the early discussions about the C ommunic ations Act around 






1927, you will find in those discussions as is reported in the Com- 
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mission’s first report on pay television references to free broadcasting 
in the United States. 

Mr. Roeers. Do you not think the term, though, has been overplayed 
in this particular situation to the extent that in many instances the 
public has not been fully apprised of the real issue involved in this 
particular situation ? 

Mr. Stanton. I think there are at least two issues in that question, 
I do not think the public is fully informed on the issues before this 
committee. 

On the question as to whether it oversimplifies or whether it is 
stated in the extreme to call one free and the other pay, I think there 
could be some shadings there. 

But for the life of me, I cannot give you the nomenclature or the 
way to do it which says it as quickly and as easily for the average 
person to grasp. 

I think there are certain conditions common to both sides. First, 
you have to have a set, which means you have to pay for it, and, sec ond, 
you have to have electr icity to operate it; third, I suppose, if you w ant 
to, you have to maintain the sets and keep the tubes in good condition, 
and so forth. That is common to both systems. 

Beyond that, the reason I would argue in favor of not disturbing 
the nomenclature of free and pay, the family pays nothing directly 
to turn on the set and watch a program on the free system as against 
having to pay in one form or another, either by a monthly charge or 
by a per-program charge, directly for the programs used under the 
pay television plan. 

Mr. Rogers. Your main word in that speech was “directly.” Cer- 
tainly no one is fooled about being required to pay for television, 
whether they pay for it through Blue Cheer or Pink Fab or something 
else. 

Mr. Stanton. That is right. 

Perhaps you were not here this morning—I would be glad to do it 
except it takes a lot of time to get into a long discussion about the whole 
economics of advertising—I would like to say this one thing: If you 
took the commercials off television by the route of the pay ‘television 
authorization, you would not change the price of the products to the 
consumer because that advertising would have to go on in some other 
medium if it did not go on in television. 

Mr. Rogers. You may be correct in that. If, in a situation, some- 
thing is wrong, two wrongs do not make aright. We could argue that 
for hours. 

I appreciate your situation when you say that going into the eco- 
nomics of advertising would take entirely too long, but I do think it 
is a very important situation and ought to be brought out as clearly 
as possible for the reason that I think the people of the entire country 
ought to have the entire truth about this whole problem. 

I think they are the ones that should be allowed to make the decision. 

I think in the final analysis that they will. 

The situation actually resolves itself dow n to this: The only free 
things in this entire television picture is the freedom of the broad- 

casters to use air waves belonging to the public without paying for 
ean is that not it ? 
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Mr. Sranron. That is correct. But the public, in return for the 
commitment that the broadcaster makes, gets a program service. 

Mr. Rogers. That may be true. Does he get that service or does 
he pay for it? If he did not buy these advertised products they could 
not stay on television. They would not have the money to pay you 
to broadcast those programs by waves projected through the spectrum 
owned by the public, would they, Doctor ? 

Mr. Sranton. There is no question about that. But if he watches 
the Ed Sullivan Show he does not have to go out and buy a Ford or 
Eastman Kodak product in order to qualify to watch that program. 
He is not obligated to do it. 

Mr. Rogers. No, but somebody has to buy a Ford product. If you 
are going to charge it only to the men who buy them then you have 
a bunch of free riders on television. They are not free riders on you 
but they are free riders on somebody else’s coattail who bought a 
Ford. 

Mr. Sranron. They are free riders on our system. 

Mr. Roar rs. The other fellow does not buy the product. Every- 
body might look at the Chrysler program and all of them do not buy 
a Chrysler. If they did, Ford would be in bad shape. 

The point is simply this : This business of e: alling this free television 
is in one sense of the word false advertising to the American public 
because it is not free. When I was a kid and started to the county fair 
my dad said, “If anybody tries to give you anything, you keep your 
pocketbook in your pocket and your hand on your pocket.” It was 
pretty good advice because there were not very many things free. 

I think if we could get the whole truth and get the issues pinpointed 
and let the people understand what the situation is, they could cer- 
tainly make a fair decision. 

Mr. Sranton. Mr. Rogers, I could not agree with you more. | 
think the public should make the decision. 

I wish there were some way to let the public make the decision with- 
out bringing the roof down on top of them in the process of making 
the decision. 

There has been no effort on the part of the broadcasting industry 
to keep its advertising activities under a bushel. The public knows 
that the thing that supports their programing is the advertising. 
There is no hidden activity on the part of the advertiser. He puts 
his name on the program. It is generally known by the public that 
the sponsor pays for it. That is our system of doing it. I do not 
think the public is misled on the point of the adv ertising. 

Mr. Rogers. I am not talking about that. 

Mr. Cuairman. Mr. Rogers, you have exceeded your five minutes. 

Mr. Rogers. I am sorry. May I come back later on, Dr. Stanton ? 

Thank you, Mr. Chairman. 

The Cuarrman. Mr. Beamer? 

Mr. Beamer. Mr. Chairman, I have 5 or 6 questions which I will 
try to limit to 5 minutes. I think short answers would help us under- 
stand them. 

No. 1, what do you recommend in view of your analysis of this mat- 
ter ? 

Mr. Stanron. Yes. To save your time and the record, I thought 
I could find it quickly in my statement. We recommend that this 
committee take action. 
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Mr. Beamer. Upordown? Yes or no? 
Mr. Stanron. No, as far as pay television is concerned. 
Mr. Beamer. I am coming back to one of the questions. 

Do you think that the authority of the Congress first should be 
asserted before the Commission acts ? 

Mr. Stanton. I certainly do. This is the right forum. I cannot 
think of any other procedure that would satisfy the public interest 
but to have Congress act on this important issue. 

Mr. Beamer. On another subject, Dr. Stanton, the question was 
asked this morning whether or not pay television would be a stimulus 
to the television industry itself, or shall we say to improved program- 
ing. Do youthink that isa true statement ? 

Mr. Stanton. I do not think it is a true statement that it will stimu- 
late the programing of free broadcasting, no, sir. 

Mr. Beamer. May I ask you quic kly in that connection, do you 
think it would eliminate or destroy all commercials that are used or do 
you think they will still have commercials with pay television / 

Mr. Stanton. There would be a transition period. I think ulti- 
mately you will have commercials on pay television. 

Mr. Bramer. In other words, the people that are objecting to the 
commercials would still have the commercials whether they “wanted 
them or not and be paying for them ? 

Mr. Stanton. I think eventually they would have, yes, sir. 

Mr. Beamer. Would the public-service programs and consumer type 
of programs which are now at premat part of all the programs on 
television be affected by pay television ¢ 

Mr. Sranton. I think they would be very seriously affected and 
curtailed in two ways: First, I think we would not have the income 
with which to produce that type of programing. I mentioned this 
morning that our net loss on news and public affairs last year was 
$11 million for the network. 

There is another way we would not be able to provide the service. 
I think our network would begin to disintegrate as the stations left 
us to go to pay television. So if you were to make a talk on a national 
program, you would not have national coverage because there would 
be holes in the service. There would be areas in the country that 
would not carry the program. 

Mr. Beamer. Closely related to the same thought, I am wondering 
about the educational television. Has it been advancing to a respect- 
able degree and what would be the result if we had pay television ? 

Mr. Sranton. Did I understand you to say “educational television 
programs” ? 

Mr. Beamer. Yes. 

Mr. Sranron. There are two kinds. There are the kinds on the 
educational stations per se, and there are about 25 educational sta- 
tions licensed and on the air in this country. 

Mr. Beamer. They would not be affected by the pay television ? 

Mr. Stanton. Indirectly, they would be, because I am persuaded 
that the total audience for television would shrink in the p iv television 
period of operation so that there would be fewer people keeping their 
sets up in the pay television period. 

The other type of educational program is the one that the com- 
mercial broadcasters carry on their stations and on the network today. 
Those, I think, would be hurt. 
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Mr. Beamer. These questions are concerned with the public. I 
think that is our chief interest. 

Mr. Stanton. I think the whole test of this is public. 

Mr. Beamer. Yes, but at the same time Congress has an obligation 
to realize that concerns, like yourself and others who are your competi- 
tors, should have equal opportunity. 

Do you think it would affect your particular industry as it is now 
set up, and I would include other chains, if you had pay television 
with which to compete ¢ 

I think you have probably indicated that in your report this 
morning. 

I would like to have a statement now. 

Mr. Stanton. I indicated this morning if pay television should be 
author ized and if it should take hold, we would be forced to go for- 
ward in it and I think do very well in it. There would be a transition 
period of getting adjusted into the new era. But I am not worried 
about how we would do economic ally if we had pay television and if 
the public went for it. 

Mr. Beamer. I think somebody made the statement in that connec- 
tion that the test was only to determine whether or not the promoters 
could make money out of pay television. Do you think that is the 
purpose of this test ? 

Mr. Stanton. I think that is the only purpose of this test because it 
" certainly not to get. a majority or democratic vote on it. I think you 

‘an prove that it will make money if a very small percentage of the 
veal pay 50 cents to look at a particular program. 

Mr. Beamer. In your opinion, I gather you feel the test would not 
be necessary because it is very much of a foregone conclusion. 

Mr. Sranvon. I think we have all the evidence before us, sir, on 
which to make the judgment, and I think the judgment should be 
made in the negative. 

Mr. Beamer. I think we could repeat some of these questions many, 
many times and I know some of these have been repeated; so, Mr. 
Chairman, I will yield my time. 

The Cuarrman. Mr. Williams? 

Mr. Wiit1aMs. Mr. Stanton, the proponents of subse ‘ription televi- 
sion have emphasized repeatedly the fact. that there are some 70 or 80 
channels in the UHF band which are not being used to any great ex- 
tent in this country. If the licensing of pay television, even on a 
limited and experimental scale, were limited to the UHF band, would 
that necessarily reduce the degree of competition between pay and 
free television! Would that eliminate some of your objections ¢ 

Mr. Stanton. Yes. As I said, I think, in answer to a question I 
think Mr. Younger asked me this morning, I would tend to say no, 
that you ought not to do that, but it is a ¢ lose one. I think if pay tele- 
vision took hold in the UHF, some day some of us would be sitting 
around and talking about how do you keep from dise ‘riminating 
against the VHF. But that is another question in the future. I think 
this is a close one. 

I think. however, that you could watch many of these same effects 
by watching the exper iments that are going on in wire television. 

The reason I say it is close on UHF is “because this would not be 
blacking out the free television service that we now have. So you 
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would have an opportunity to have competition. But this really puts 
a burden on the American public, sir, because I believe one of the 
witnesses for one of the proponents said that in the UH F, the cost of 
the unscrambling gadget that goes on the instrument would be a factor 
of 2 or 3 times what it is for VHF. So let us say it is $85 for VHF, 
you are then talking of putting an extra burden on the consumer of 
$170 or as much as $255. That is more than the price of his original 
set in most cases. 

So when you add up the money and think of doing it only in 3 test 
areas, the 3 biggest markets, and you only put sets in 1 out of 4 families, 
you might be talking about a bill some place between $360 million 
and $540 million. That is a whale of a bill for a test experiment. 

Mr. Witu1ams, Thank you, sir. That is all I have. 

The Cuarrman. Mr. Bennett? 

Mr. Bennett. Mr. Stanton, I appreciate what you said about all 
of this extra cost for these decoding outfits and what not, but if a 
person was willing to make that expenditure and was told that he 
might be buying something that he could not use permanently and 
was willing to do so, then would you modify your thinking along that 
line ? 

Mr. Stanton. No, I would not, because I find it difficult to accept 
the premise that he would understand. 

I think, in a sense, there would be some people who would be 
trapped into doing it because that is the only way they can get the 
things they have been seeing. It is almost like getting someone used 
to a certain kind of diet and pulling it away from him and then say- 
ing, “Now, you will pay for it.” 

If a man is a Dodger fan and he has been watching the Dodgers 
for years and then it is withdrawn and then it is offered back again 
and the price is relatively small, I think that enough people would 
pay for it to make it a success. But then the people would pay for 
it—again it is the tail wagging the dog, These polls that we have 

talked about—and some of them are first class—show that the people 
deny the concept overwhelmingly. But when you go back to them 
and ask them, “If that i is the only way you can get your favorite pro- 
grams, would you pay?” then the figure comes up: 31 percent say, 
“We will pay to see Ed Sullivan.” Ninety-seven percent will say, “We 
don’t want pay television.” But if that is the only way they can get Ed 
Sullivan, then they will pay. 

Mr. Bennett. Is there any way that you can see that these two 
‘an coexist ? 

Mr. Stanton. Not if you take away from free television the chan- 
nels that carry their programs. 

Mr. Bennert. Can you see any other way ? 

Mr. Sran‘ron. I cannot see any other way of doing it over the air- 
waves, and this is the dilemma. 

Mr. Bennerr. How do they do it on those closed circuits in 
theaters ? 

Mr. Stanton. I was addressing myself to over the air. Certainly 
you can do it by wire, the closed circuit. I say in the statement that 
the end result would be the same. But I could not sit here and say 
I want to protect our business from that competition. 

Mr. Bennerr. Could that be worked out to individuals as it is to 
theaters ¢ 
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Mr. Sranron. Yes. There is an experiment in Bartlesville, Okla., 
that I am sure another witness will describe, that is going on right 
now. 

Mr. Bennett. If this pay system could be worked out so it would 
not disturb the airwaves and the subscriber could get it by a telephone 
circuit or some other way in his home, what would be your thought? 
The talk I have heard so far and what you object to so far is a monop- 
oly that would abolish the free-channel system. 

Mr. Sranton. That is right. 

Mr. Bennett. If you could give the public the same service by 
the closed-circuit arrangement which would not affect any channels, 
what would your opinion be then ? 

Mr. Stanton. I have said that I think this will be tough, but we will 
face that kind of competition. We can face that because you are not 
taking away our channels. We will try to live through that period 
of competition. 

Mr. Bennett. If the pay TV were to be worked out on that basis, 
you would modify your opposition to it ? 

Mr. Sranton. I have said that I do not understand that is the issue 
before this committee or before the FCC. We have not taken the same 
position against wire pay television as we have against air pay tele- 
vision. 

Mr. Bennett. The issue, as far as I am concerned, as one individual, 
is this: I frankly do not know enough about the subject or have enough 
information to really come to a sensible conclusion. I can see where 
it has some appeal. 

The thing that concerns me is this: If pay TV were going to entirely 
eliminate or make substantial inroads against free programing, I 
would be opposed to it. 

On the other hand, I am not sure in my own mind, based upon what 
I have heard, that there might not be some compatible basis upon 
which one or another of these systems of pay TV could not work and 
still permit the present free system of programing. 

Is it your opinion that Congress should act now on the basis of the 
information it has without further experimentation and testing to 
permanently outlaw pay TV of any kind? 

Mr. Sranton. No. I am addressing myself to the air pay televi- 
sion, not to the wireless pay television, sir. I think you do have 
the information to make that decision now. 

Mr. Bennerr. You think Congress should make that decision now 
but should leave open the question of the other, the closed-circuit type 
of television ? 

Mr. Stanton. There is no question but that Congress could deal 
with the wire system. I do not feel comfortable asking for protection 
against competition. I would not come before this committee and say, 
“Prohibit drive-in theaters because they are taking audiences away 
from free television. 

I would meet that kind of competition by doing better programing. 
That is how I would try to meet the wire competition. 

Mr. Bennett. This is all a big ball of wax. The big question is: 
Should there be such a thing as pay TV? In my judgment, it is not 
only limited to whether you should have pay TV over airwaves or 
whether you should have pay TV over an electrical wire. It seems 
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to me we ought to be dealing with the problem, if we are dealing with 
it at all, on that one big issue. Do you not think that is the proper 
approach ? 

Mr. Sranton. I certainly think that should be your position but 
I do not think it should be my position in asking you for special help 
on one phase of that. 

You are right. There are two elements in the equation which are 
exactly the same. 

I think your programing pool is the same whether you are talking 
about doing it over the air or doing it by wire and you are using the 
same set at the receiving end for doing it over the air or doing it by 
wire. The only difference is the transmission line between the pro- 
gram and the receiver. But the man who bought that receiver bought 
it because he thought he was going to get free programing and not 
because he thought he was going to have to pay to see over that set. 

Mr. Bennett. That is right, in the beginning. If some new sys- 
tem came out and it appealed to him, he might want to get in on it, 
if it didn’t interfere with his free programs. 

Mr. Sranton. I would be perfectly willing to let the public decide 
in that instance. 

Mr. Bennerr. Do you think that pay TV through a wire circuit 
would destroy free television ? 

Mr. Sranton. This is a difficult question. I would have to have 
more experience before I could answer that. 

I think there are many elements in the situation that are the same. 
At least, we could compete. We would not be blacking out the serv- 
ice. That is the thing I cling to in thinking that we would be able 
to come out all right. 

Mr. Bennerr. What you are definitely opposed to at this time is 
having the pay TV over the regular channels ? 

Mr. Sranron. That is correct. Blacking out the existing free 
channels. 

Mr. Bennerr. And there is no basis upon which you feel this test- 
ing could help the problem or throw odditionsl light on it? 

Mr. Sranron. Frankly, I do not see any way to get it out of test- 
ing, because, as I said this morning, if you tighten the tests up so 
that they do the minimum amount of damage in terms of taking 
service away from people, they will be too limited to mean anything. 
If you do it on a broad enough basis, the ball game is over, that is 
tantamount to authorization. 

Mr. Bennerr. There is a lot of time during the day. The so-called 
big programs come out during the evening. 

Mr. Stanton. That is right. 

Mr. Bennerr. During the day you have a lot of time when you 
have just plain junk on TV. What I was thinking about in this 
testing program, maybe something could be accomplished by giving 
people a trial run during the so-called draggy hours. 

Mr. Stanton. One man’s junk is another man’s preference, 

No. 2, I think I should not be speaking the lines for the proponents, 
but I would not be satisfied to have a test, if I were in their shoes, 
that was confined to the daytime hours, because their real test is to 
see whether they can make it go economically. 
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To make it go economically you have to have a small part at least 
of a big audience which you can only get in the prime hours. I think 
they would not be satisfied with doing it in the daytime hours. 

Mr. Bennerr. Are you sure of that? The Commission could say, 
“You can try it out on that basis, if you want to try it out.” The 
Commission is looking, I hope, for something beyond the monetary 
interests of the proponents. I hope they are concerned, and I am sure 
they are concerned, with the adverse effect. of this testing upon free 
television. Is that not the big problem the Commission has in mind ? 

Mr. Sranton. That is the big problem, znd I share your desire on 
that point. 1 just do not see how you can have this test without get- 
ting it right into the heart of the evening. The FCC did not specify 
the hours 3 in its first report, but, as I understand the testimony of the 
Commissioners here last week, they did begin to say that some stations 
might have the nighttime hours, and other stations that came in later 
for pay television in the same market might be confined to other 
hours. This might tend to protect free television somewhat, but: then 
you are destroying the test under those conditions. So I think you are 
damned if you do and damned if you don’t in this situation. You are 
driven back to the fact that the decision has to be made on the basis 
of the evidence you have, and I think you have enough of it. 

Mr. Bennerr. What you are saying: In order to. test this thing 
properly you have to take all free television off the air, while testing 
pty TV. I would be opposed to it on that basis. 

Mr. Stanton. That is pretty much what it comes to. 

Mr. Bennett. I guess my time is up. 

The Cuarrman. Mr. Dollinger ? d 

Mr. Dotirnger. Dr. Stanton, I do not know whether these questions 
I want to put to you have already been asked, because I have come a 
little late this afternoon. I think you will admit that the people who 
are interested in pay TV, if they get the green light, will eventually 
put in a lot of money for this trial test. 

Mr. Stanton. I should certainly think they will have to. 

Dr. Dontincer. It would not. be a fly-by-night operation. They 
will have to spend a lot of capital and take their chances. I thought 
your presentation this morning was a very fine presentation. It did 
answer many questions, but it did not. answer the particular question 
I had in mind. 

On page 7, you say: 

The pay television promoters have said, over and over again, that they intend 
to put on the air the mass-appeal attractions which are now on free television. 

You do not think that will be the only thing they will put on the 
air. Will they not put on the air other things which are now not 
being shown to the public ? 

Mr. Sranton. They may. 

Mr. Doturncer. I do not know if I make myself understood. 

Mr. Stanton. Yes; you do. I think it is possible technically to say 
that there could be something different in a very small degree. But 
the main source of talent they have is the same source of talent we 
have. We are both dipping into the same barrel. 

Mr. Dotiincer. I have heard them say, time and again, that the 
people are not satisfied with what they are getting now. They are 
not satisfied with the programs and that they will give to the people 
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those things which they think are important and which will be satis- 
fying. That is the reason they think they can invest that kind of 
money and take their chances, because they could give to the public 
something they are not receiving now. Have you heard that said? 

Mr. Sranron. I have heard that statement and the difficulty I have 
is joining the issue with you on that. 

{r. Doizincer. That is not my opinion. I want to find out from 
you what the facts are. 

Mr. Stanton. I understand. The difficulty I have in joining that 
issue is that I do not know specifically what they mean when they say 
they will put on things that people want that they are not getting. 

Mr. Dotancrr. I do not know. 

Mr. Stanton. If you saw The Bridge of San Luis Rey last night 
on a certain network, you saw an hour and a half of excellent tele- 
vision. I cannot think of anyone putting on a better production of 
that kind. 

Mr. DorurnGer. I do not, either. If their statement is correct that 
they will give people something better than that which they are get- 
ting for nothing, and all the major networks have under contract 

certain talent—they just do not contract for them for one performance 
and I have read in the papers that some of the major stars have been 
given a contract for practically life. Is that not a fact? 

Mr. Stanton. In very rare instances. 

Mr. DoxiinGer. From the inception, I think you will find that Mil- 
ton Berle was on contract with one of the studios and others were with 
others. Their problem was more in connection with taxes than any- 
thing else. If, in the first instance, you have under contract the best 
talent that there is, and I mean all the major networks, I do not see 
how the pay people will get that talent to start with. 

Mr. Stanton. First, we do not have the majority of all the talent 
under contract with us. I think this is true of each of the networks, 
We produce a minority of the programs we carry on our schedule. 
Those are produced by outside producers and they have the contracts. 
There is no reason why they could not make their deals with pay tele- 
vision. 

Mr. Dotxirncer. But until pay television makes its inroads, the 
major networks have the cream of the talent. They have to give to 
the public something which is not being given to them now for them 
to be successful. 

Mr. Stanton. I suspect they will start with baseball. 

Mr. Dotirncer. I have heard about a lot of educational programs 
which are not being shown. 

Mr. Stanton. I do not think that charging people is the way to get 
ants to charge people to look. You have to get them on a free 
vasis. 

Mr. Dorairncrr. Would you say now that the American public is 
satisfied with what they are seeing and getting ? 

Mr. Stanton. I think generally they are very well satisfied. We 
are trying to be as responsive was we can to improving our schedule. 

Mr. Doturncer. I do not doubt that at all, I think you heard me 
ask Mr. Sarnoff the very same question. I have heard it said that 
many people are fed up with many programs now shown and are 
looking for something else. Would you comment on that? 
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Mr. Sranron. I think we can always find the deviate cases that 
are dissatisfied. I think further, it is fashionable to be dissatisfied 
with certain art forms that are very popular. 

Mr. Doxuinerr. It is fashionable to be against something? 

Mr. Stanton. I think, by and large. I think you will find people 
who think it is the smart thing’ to do. If you were to take a real 
poll of the people in this country, and not one that we would do, but 
a real outside independent measure, I think you would find that the 
ublic, by and large, was very well satisfied with their schedule. 
If you start taking that away from them, I think this room is going 
to be filled with mail. 

Mr. Douuincer. I am leading up to my final question. 

If these people who are pushing for pay ‘TV and want to spend 
all that kind of money thought that the public was satisfied with 
the kind of programs that they are getting, why would they want 
to be interested or put their money into something new which might 
not be satisfactory to the public and which the public would not buy? 
Would you care to comment on that ? 

Mr. Sranron. It is difficult to cast myself in their role, but I sup- 
pose what they want to do is to take existing attractions that the 
public has taken as popular programs and find a way to charge 
for those. 

Mr. Dotiincer. It could not be done at the very beginning. It 
would have to take time before they could sell that to the public. 
In the meantime, you people would have your free programs and 
the public would decide between the two. 

Mr. Stanton. That is the nub of the whole problem on that par- 
ticular point. Those channels would be blacked out and the people 
would not be getting the programs. If there were some way to split 
the screen and have them side by side and have a free democratic 
choice, this would be a different problem. 

If you let 10 percent of the people take it way from the 90 percent, 
that is what troubles me. 

Mr. Dotirncer. You people would control those channels, would 
you not, and you would have to make a choice whether you would let 
them use the programs or channels. If you would not let them black 
out the channels, how could the public see it? They would have 
to use some other channels. 

Mr. Stanton. No; we do not control the channels across the coun- 
trv. We,as CBS, NBC, and ABC may have licenses for only 5 VHF 
stations and 2 UHF stations. The rest of the stations we do not 
control. They would be free to get into this thing, I am sure. 

Mr. Dortrnerr. Dr. Stanton, I did not ask you these questions 
because my thinking was on the other side or on your side. I was 
trying to get the situation as it is now. 

As I said before, I thought your statement was very fine, but I 
thought it did not answer those questions, to my mind, and I wanted 
the answers to those questions. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Bush? 

Mr. Busu. I have nothing. 

The Cuatmrman. Mr. Heselton. 
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Mr. Heseiron. While you stepped out this morning, I yielded my 
time to Mr. Flynt to permit an answer. I believe I should pass. 

The Cuamrman. If you have some questions, we will recognize you, 

Mr. Hesexron. I will pass for the time being. 

The Cuamrman. Mr. Hale? 

Mr. Hate. Mr. Stanton, this morning I drove my car into a filling 
station. An attendant came up and I said, “Fill her up” and he said, 
“Do you want high test or regular?” 

I told him what I wanted. 

You will agree, I imagine, that as far as the automobile driver is 
concerned, that is a perfectly legitimate and a highly desirable situa- 
tion, do you not? 

Mr. Stanton. Yes, where he has his choice. 

Mr. Hare. He pays his money and he takes his choice. 

Mr. Stanton. That is correct. 

Mr. Hare. What a lot of us want to know is whether you cannot 
create that same situation in the television world without disrupting 
what you call and what is generally known as free television. 

Mr. Sranton. Mr. Hale, I know of no way to do that over the air 
without disrupting service to large numbers of people. I think that 
if you were to do it in a very small area off some place, I cannot 
think of one that would be small enough so that you would not hurt 
a lot of people, but that would not be typical of the country as a 
whole. 

If you broaden it so you do it on a large scale, then you are in 
business and you have authorized it. That is the dilemma. 

Mr. Hate. You just think there is no answer to that problem in the 
air wave field ? 

Mr. Stanton. I do not see any way to test it without having all the 
ill effects that I have discussed this morning. 

Mr. Hate. I do not believe that anybody wants to abolish the kind 
of programing that exists today. But many people feel, as I do, 
that competition is a good thing right down the line and would be 
glad to see it in television programs. 

That is all, Mr. Chairman. 

The Cuamrman. Dr. Stanton, did I understand you to say a moment 
ago that pay TV and what you refer to and what has been referred 
to here as free TV, though some feel that is not the correct term, 
could not be broadcast both over the same channel ? 

Mr. Stanton. At the same time, Mr. Chairman? 

The Cuatrman. Of course, not at the same time. 

Mr. Stanton. That is the whole problem. 

The CuHairman. You could use the same channel for certain hours 
of the day for scrambled signals and the rest of the day for nn- 
scrambled. 

Mr. Stanton. Absolutely. 

The Cuarman. What is your objection to that, then ? 

Mr. Stanton. During those hours of the day, sir, that you would 
scramble, large numbers of people would be denied service, and in 
certain markets it would be the only service that they get. 

The Cuairman. In other words, your contention is that if they 
sent out a scrambled signal, A would get it but B would not, and 
B is just as much entitled to it. 
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Mr. Stanton. Yes. I think there would be many more B’s than 
there would be A’s in the practical situation. 

The Cuarrman. That is entirely possible until you got something 
like the World Series or a Rose Bowl game or a Mary Martin pro- 
duction or something like that. Then it would be different. 

Mr. Stanton. I am not so sure because this is going to be a pretty 
big strain on the pocketbook of a lot of people. 

The Cuamman. But where you have the children involved and 
they want to see a certain show, they will do without a lot of other 
things in order to accommodate the children. That is the way it is 
in my house and with most people. 

Mr. Stanton. Yes. This will create a lot of problems for parents. 
I think it would put children in a bad spot because they say they 
could not afford to watch Disneyland or something last night be- 
cause they could not put 50 cents in the slot, and another child could, 
or his parents could. Or the father has to weigh looking at baseball 
as against mother looking at one of her favorite programs when they 
are getting those things today free. 

The Cuamman. That m: ly or may not be a problem. I remember 
earlier that none of us had any television in the community or on 
the street where we lived, and all the children assembled in the neigh- 
bor’s house who did have a TV set. 

Mr. Stanton. This might raise some interesting problems for the 
operators of pay TV, because I suppose this would begin to get into 
the area of what somebody has called bootlooking instead of boot- 
legging. 

The Cuairman. It worked pretty well for the children but it was 
not so good for the old folks. 

Mr. Aver y, do you have any further questions ¢ 

Mr. Avery. Just 2 or 3 short ones, Mr. Chairman. 

You made one statement, Mr. Stanton, in which you were estimat- 
ing the present cost per viewer for what we loosely describe as free 
television. Was that 1.6 cents per person per hour ? 

Mr. Stanton. No. The figure is between 1.6 and 1.7 cents per 
family viewing. 

Mr. Avery. That is what I wanted to get straightened out. Plus 
the cost of the energy which I believed you estimated at four-fifths 
of a cent. 

Mr. Stanton. That is correct. 

Mr. Avery. Have you ever heard any analysis made comparing the 
apprenhension over subscription television that might have been 
raised over pay telephones when they were installed—I do not know 
how long ago—50 years ago. It seems to me that every argument has 
been made against subscription television that could have been made 
against the installation of pay telephones whenever they were in- 
stalled. I presume you used to be able to go down to the hotel and 
ring the crank and ¢all up central and call anybody free, or the gro- 
cery store, or the drugstore. In my hometown of ‘Kansas, it is still 
that way. I presume it was that way in the metropolitan areas. 

Then somebody conceived the idea, “we are missing the boat, here 
is a chance to pick up a lot of nickels, because we have a bunch of 
customers. They need this service. There is no use of them getting 
a free ride on phones in public places.” Therefore some person, con- 
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ceived the idea of a pay telephone, and I suppose it has meant bil- 
lions of dollars. 

I wonder, has the CBS made any analysis as to what the historical 
reference might have been in terms of pay telephone / 

Mr. Sranton. No, we have not. 

I wonder, Mr. Avery, whether the parallel really does exist. 

Mr. Avery. Not identically it does not, but I think there are some 
detinite factors that are in common there. 

Mr. Sranton. In the first place, it was inevitable that you had to 
charge for the traffic that the telephone company had to handle. 
Each phone installation had to pay a certain amount to get its phone 
in the first place. This was a surcharge in the pay telephone system, 
as I recall it. 

Mr. Avery. You are not getting into toll calls now. 

Mr. Sranton. No, I am talking of local calls. The telephone at 
the time the pay phone was introduced was percentagewise a mere 
drop in the bucket by comparison with the public interest that is 
involved when you are talking about television, because you have 42 
million families owning 47 million units. It has taken the telephone, 
I guess, 80 years to get that many installations where television did 
it in about 10 years. So that is some measure of the public demand 
and appetite for this service that they are now getting. 

Back when pay phones came in—and I do not think you are quite 
old enough to remember that—there were very few phones in a com- 
munity at that time. This came much earlier in the life cycle of the 
telephone. I think it is an entirely different service. That 1s a service 
situation, and this is not a service situation. 

Mr. Avery. I do not want to consume further time on that. I just 
wondered whether your company made any research on it. 

Mr. Stanton. No, but you opened my eyes to something and I will 
look at it when I get home. 

Mr. Avery. I think it would be interesting to see what the public 
reaction was to pay telephone when it first bee ran to show up in some- 
body’s marketplace. There was one other matter you brought up and 
that was the production ¢ ompanies. 

I was under the distinct impression, and one other witness so tes- 
tified before this committee a few days ago, that these production 
companies—maybe that is not quite the proper terminology—that 
produce these programs, were largely owned by the networ ks them- 
selves. 

In response here to a question a minute ago of Mr. Bennett, I be- 
lieve you replied that most of the performers were under contract to 
the production company over which you had no direct control except 
through a single franchise or a single evening franchise. 

Mr. Sranron. That is correct. I hoped when we were talking here 
I might find some figures on that that we had published in response 
to a heari ing that was held on the Senate side. 

Mr. Avery. Why do you not supply the figures for the record. 
Maybe you could just orally comment on it in general terms. 

Mr. Sranton. I have the figures here and I think these will be 
precise for this particular time. 

In April of 1956, 57.7 percent of the programs during network class 
A time—which is the prime evening hours—were produced by outside 
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sources. By outside sources I mean producing units over which we 
had absolutely no control or no relationship except we provided the 
time for the program. 

Mr. Avery. You do not own stock in the corporation, or any per- 
sons affiliated directly with CBS who would be on the board of di- 
rectors of this particular production company ? 

Mr. Sranton. Absolutely not. These are 100 percent independent 
relationships. 

Nine percent of that schedule was produced by outside sources in 
conjunction with us. In other words, this is what you were talking 
about. 

Mr. Avery. Yes. 

Mr. Sranton. 33.3 percent were produced by CBS Television. So 
if you add the 33.3 and credit to us all of the other 9 percent as being 
ours, you are still below 50 percent for us and over 50 percent for the 
outside ones. 

Mr. Avery. Will you read the preface to those figures again, of the 
critical time that you mentioned ? 

Mr. Stanton. Yes. An examination of the sources of program 
broadcast on the CBS Television Network during class A commercial 
time over the past 3 years reveals that, proportionately, independent 

roducers of program have an even greater and inceasing outlet on 
the CBS Television Network at night. Then I gave the figures from 
April 1956. 

Mr. Avery. About how many hours come into that category of class 
A commercial time? 

Mr. Sranton. This represents 27.75 hours of time per week. This 
is the cream, primary time in the schedule. 

Mr. Avery. Then the allegation does not stand up as far as CBS is 
concerned that these production companies are owned and controlled 
by the company. Could you comment as to other networks? Would 
their percentage run something like yours ¢ 

I am sorry I neglected to get this question in before. 

Mr. Sranron. I think they are generally pretty much along the 
lines of ours. I thought this morning, as I Sse to you ask the 
question about films, that there was some misconception there, too, be- 
cause we do not, as a network, use any old motion picture films for our 
schedule; we use film on special shows that are produced for television 
but not the old films you were talking about. 

Mr. Avery. They are strictly chargeable to the local station. 

Mr. Stanton. The independent stations are the great users of the 
old Hollywood product. 

Mr. Avery. Of course, they might be independent, but still might 
be affiliated with CBS but on different hours. 

Mr. Sranton. Yes. They are usually the programs that the local 
station puts on the hours when they are not carrying network pro- 
— late at night and sometimes around the dinner hour and the 
ate afternoon. 


Mr. Avery. Thank you, Dr. Stanton. 

Mr. Chairman, I think that exhausts my questions. 

The Cuatrman. Mr. Rogers? 

Mr. Rocers. Just 1 or 2 short questions. You do subscribe to the 
philosophy that the spectrum is owned by the people as a whole; that 
is, owned by the public? 
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Mr. Stanton. Yes, sir; I do. That is one of the primary reasons 
why I think that this is the place to make the decision. 

Mr. Rogers. I gather from your statement that you do subseribe to 
free enterprise, too? 

“Mr. Stanton. Ido. 

Mr. Rogers. Doctor, what would you think about a proposition of 
the Government taking all of these channels and opening them to 
competitive bidding and let the highest bidder take them at the best 
price the taxpayers could get out of it? 

Mr. Sranton. This is a novel theory and one to which I have not 
addressed myself during my operating career. This is certainly en- 
tirely contrary to what the Communication Act was in 1927 and as it 

yas later amended. 

Mr. Rogers. I know, but if the Government owns a tract of land on 
which you raise cattle, they charge a man for the use of the land. 

Why would it not be just as reasonable to charge a man to use the 
avenues of the air as it would be to use that ps asture / Why should 
the people be giving one group something free and charging another 
group for something that is comparable ¢ 

Mr. Sranron. This is a new and novel concept. I think it would 
have to be applied broadly to all uses of the spectrum and not just con- 
fined to television, if you will. 

Mr. Roerrs. I understand that. Do you not think that would really 
be free enterprise where the taxpayer would be getting the proceeds? 

Mr. Sran'ton. You have obviously given some thought to this and 
you are hitting me for the first time with it. 

Mr. Roegers. No; I really apologize because I do not know more 
about it. Iam asking you for your opinion because I value it very 
highly. 

Mr. Stanton. This raises some very stubborn and thorny problems, 
I think. If you had put a price on ee channels when you were 
starting television in this country, I doubt that anybody would have 
made much of an offer for them. I am only speaking for 1 company 
now, but we were $53 million in the red before we made our first profit 
in the network in television. So a lot has to be plowed in before you 
begin to get some return. So I do not know whether you are cutting 
things off by this approach to the situation. This is one I would like 
to address myself to sometime. 

This isa very complex question you have asked. 

Mr. Rocers. In the interest of time, I just want to leave the thought 
with you. In the interest of time we could say that a summation of 
your position and your statement is that you rec ommend to us, as a 
jury, that we find the defendant “Pay Television” guilty, assess the 
death penalty and proceed to carry it out ? 

Mr. Sranton. This is the first time I have heard about bringing in 
a coroner before there wasa birth. [ Laughter. | 

Mr. Rogers. That is what you are recommending, is it not? 

Mr. Srantron. Yes, sir. I do not mean to be facetious about it. 
This is a matter, I think, of broad public interest. I think you men, 
as representatives of the people, have the ability to get the facts, have 
the intelligence to appraise those facts and have the courage to make 
the right decision. 
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This is not something I think you can fool with because I think you 
are tampering with something that is very important to this country. 
I think it is more important now than it was 5 years ago, not because 
television is bigger than it was 5 years ago, but because I think the 
country faces a very critical period. I think that everything you can 
do to maintain cohesiveness, to keep the people informed just means 
that we are in better shape to meet the enemy. 

Mr. Roeers. You think that following your recommendations would 
put us in better shape ? 

Mr. Stanton. I do, sir. 

Mr. Rocers. Thank you, sir. That is all, Mr. Chairman. 

The Cuatrman. Mr. Younger ¢ 

Mr. Youncer. Dr. Stanton, I think you have raised a very interest- 
ing question here as to the relationship between our committee of 
Congress and the various independent agencies over which we have 
legislative jurisdiction. It not only applies to the Federal Communi- 
‘ations Commission but the ICC and CAB and all of them. When you 
state that you feel very strongly that this committee and Congress 
should decide this question, I would like to ask you: Is that opinion 
and conclusion arrived at because you feel that the FCC does not have 
the legal right to make the decision for the test ? 

Mr. Sranton. In recent weeks, I have spent a lot of time with 
lawyers, and I think I would have to summarize that experience at 
least for the record as saying that they are divided in our house as to 
whether the FCC has or does not have the right to do this; that is, to 
authorize pay-television tests. 

Mr. Youncer. Then your appeal to us to step in on the FCC does 
not come out of the fact that in your belief they do not have the legal 
right. Isthatatrue statement ? 

Mr. Stanton. That is correct; because I think I would have to say 
that the issue is not clear from the lawyers who have been advising 
me on the Commission’s authority to authorize the test. But I would 
go one step beyond that, Mr. Younger, and say that I think it belongs 
here because it is of such broad national interest. 

Mr. Youncer. That was my next question. Then you think it 
comes here because of the nature of the public interest involved ? 

Mr. Srantron. Yes, sir. 

Mr. Youncer. How often do you think that Congress ought to step 
in on these agencies who are charged with the responsibility of making 
public-interest decisions? 

Mr. Sranton. I think for the economy of your time and for the 
efficiency of the agency’s operation, these review considerations or 
these special considerations should be kept at a minimum so long as 
the regulatory agency or the administrative agency works within the 
framework of the act that was set down under which they operate. 

Mr. Youncer. If they are not operating within the framework of 
the law that established them, then they are not legally on sound 
ground. If that is so, then you have made the statement charging 
them with an illegal act. That is what I am trying to get at. 

Mr. Stanton. Mr. Younger, please, I have not said it is an illegal 
act. I have said that I have talked to several groups of lawyers 
about this and it is not clear on the basis of my conversations with 
them. 
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Mr. Youncer. You said, when they were acting not within the 
framework. You just made that statement. 

Mr. Sranton. I am not going to quibble over that. The point I 
was simply making is that I think this is such a new consideration 
and it involves so many people that I think that it should come to 
Congress; yes, I think there are times when the agencies should come 
to Congress for consideration of important decisions as broad and 
that cut as deep as this one will cut. It has nothing to do with the 
legal thing. If we agree among us here that this is a legal matter, 
then we could properly say: Let us put it to the court. But the court 
is not going to make a decision on the public interest matter. That, 
I think, belongs to this committee and the Congress. 

Mr. Youncer. The FCC is charged with that responsibility. Con- 
gress charged them with that responsibility of deciding questions in 
the public interest. Are you saying that the FCC can be charged with 
a decision that is not in the public interest ? 

Mr. Sranton. Mr. Younger, the Commission is not quite in that 
posture at this moment because all they have done is to authorize the 
test. This is a different or distinction without a practical difference 
in my book. Now, you have me making like a lawyer and I am not 
one. The difficulty is, let us assume that they do have the right to 
authorize the test, but I do not think that you can pull that test back 
once it gets going. That is the reason, I think, that this is a unique 
situation here. That is why I think under this unique situation, 
where it does go beyond, in my opinion—I cannot get the lawyers to 
agree with me—what Congress originally intended when they laid 
down the Communications Act. I think that this is not a different 
technical kind of broadcasting but whenever you are going to take 
that kind of money out of a man’s pocket, [ think this changes the 
nature of the beast. I think, under those considerations, or at that 
time, you should review it. 

If it were possible, believe me, to put this thing up to the public 
that would be the final answer. But I do not know how to do that. 
That is why you are here and that is why I am here to try to persuade 
you of the facts as I see them. 

Mr. Youncer. The report has been mentioned; that is, the Barrow 
report, which I understand is going to be reviewed and hearings are 
to be held by the FCC. That is the report on the various networks. 

Mr. Sranton. Yes. It is the FCC study staff report. 

Mr. Youncer. Yes. If I am correct, I understand that the report 
is not very satisfactory to the networks. You are not too well satis- 
fied with that report; is that a correct statement ? 

Mr. Sranton. That is a very modest statement of it, sir. CLaugh- 
ter. | 

Mr. Youncer. An understatement, you would say ? 

Mr. Sranton. Yes. 

Mr. Youncer. Do you think our committee should take up this ques- 
tion of the Barrow report right away ? 

Mr. Stanton. No, I donot. 

Mr. Youncer. Is that not a question that is vital to the public in- 
terest ? 

Mr. Sranton. Yes. But I do not believe that this committee or 
Congress should step into that situation until the FCC has had an 
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opportunity to do just what they are planning to do now. The distinc- 
tion there, Mr. Younger, is that the Barrow report was a special staff 
study that was to be reported to a committee of the Commission and 
the committee of the Commission was to report it to the full Commis- 
sion and the full Commission was to make its judgment of the staff 
report and as to the facts as the Commission saw them. The Com- 
mission is in that procedure. When we go before the Commission on 
the 3d of March or whenever it is, we will try to persuade the Com- 
mission that the facts, as set forth in that report, are not justified 
or the conclusions are not justified by the facts. If the Commission 
makes what we think is a wrong decision, I hope that somebody up here 
will have a look at it. But we are not in that position on that report, 
sir. 

Here on the pay television thing they have moved forward. They 
did not have an evidentiary hearing, but they went ahead and author- 
ized the test. That is the distinction I make. I do not like either one 
of them, but they are in different positions. 

Mr. Youncer. You raised this question which I think is one that 
ought to be discussed for the simple reason that every decision which 
the FCC makes, or any other of the independent agencies, one side or 
the other are going to consider that in the public interest they did not 
get what they are entitled to. The railroads or the airlines or the 
trucks or what have you. Are those that are going to be dissatisfied 
with the decision all going to come to this committee all the time for us 
to proceed, to supervise these various independent agencies? 

Mr. Srantron. No; that would negate the whole philosophy of the 
administrative agencies, as [ understand it. 

Mr. Youneer. That is right. 

Mr. Stanton. But those individuals who feel they have been dealt 
with unjustly have recourse to the courts. 

Mr. Youncer. That is right. That is where I think this thing ought 
togo. Thatisall, Mr. Chairman. 

The Cuatrman. Mr. Dollinger? 

Mr. Doturncer. I have no more questions / 

The Cuarmman. Mr. Williams? 

Mr. Witt1aMs. I have no question. 

The Cuatrman. Mr. Schenck ? 

Mr. Scuenck. No. 

The Cuarrman. Mr. Bush? 

Mr. Busu. I do not believe I have any questions. 

The Cuamman. Mr. Bennett? 

Mr. Bennett. I have one or two questions on the closed-circuit TV 
arrangement. We have had some experience with the theater closed 
circuit TV. What do you have to say about the effect of that system 
on free television ? 

Let me give you a specific example. The Sugar Ray Robinson- 
Basilio middleweight championship fight was on theater TV. 

Being a fight fan I paid $3.50 and went to the theater to see it. I 
enjoyed it and got my money’s worth. The same was true of thou- 
sands of other people. Would the extension of theater closed cireuit 
TV affect adversely free TV ? 

Mr. Sranton. I think I would have to answer you by saying it de- 
pends on the amount of it. If there were a kind of theater television 
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that was in every neighborhood theater and they had big attractions 
every night in the week, this would be tougher conipetition for free 
television than we have today, perhaps. But that has not been the 
history of theater television. The number of events that theater tele- 
vision people have transmitted or distributed has gone down the last 
3 or 4 years. 

I have some material that we filed in the proceedings at the Com- 
mission which shows the number of events they broadcast in 1951, and 
I would judge that there were perhaps a dozen in 1951 and 38 in 1952 
and 6 in 1953, and 5 in 1954, and only 2 in 1955. I do not have the 
1956 figures here because this was filed some time ago. But there has 
been no great growth in that business. 

Mr. Bennerr. You keep saying that the growth in that direction 
would cause stiffer competition. You would not base your objection 
to that kind of a program just on stiffer competition, I take it. 

Mr. Sranton. Absolutely not. I would not come here and say I 
was unhappy about drive-in theaters of that kind because we can 
compete with those. You are not taking away the channels for that. 

Mr. Bennerr. I want to explore that further. If pay TV on that 
basis, the closed-circuit theater, were made available to the public, I 
assume that also would make for stiffer competition but would it put 
the free programing out of business? Would it tend in that direc- 
tion? That is the thing I would like to have your opinion on. 
Whether free programing is adversely affected is the problem we are 
most concerned with. 

Mr. Sranton. I would have to be a wiser man than I am to answer 
that question definitively; but we have, in the Bartlesville, Okla., ex- 
periment something that I think would be of interest to you, because in 
that instance, the exhibitors are giving the television owner new 
movies on his home television set and that is distributed by wire. So 
this is one step closer or one step beyond, if you will, the theater tele- 
vision closed circuit. It is really moving the theater set into the 
home via the wire and the home receiving set. 

Mr. Bennerr. Do you object to that kind of testing ? 

Mr. Stanton. This could be tougher competition, but I am not wor- 
ried about competition, sir, because I still have in that particular 
situation the airwaves over which we can transmit free programs. 

Mr. Bennerr. So your answer is “No,” you are not objecting to that 
kind of competition ¢ 

Mr. Sranton. I am not asking for any legislation or any action 
from this committee as far as I am concerned on that particular point. 

Mr. Bennerr. If the Commission extended its testing on a wider 
area on the Bartlesville basis, would you object to that? 

Mr. Stanton. I would not object to it. I think you should under- 
stand, if I did not make it clear, that this has nothing to do with the 
FCC. This is a local-wire closed-circuit test. This did not require 
FCC authorization. 

Mr. Bennetr. Would it require authorization if they went ahead 
on a permanent basis ¢ 

Mr, Sranton. No. As far as I know, the Bartlesville people con- 
sider this a final authorization as far as they are concerned. They do 
not have to go to the Commission on this. This is a decision they 
made locally and that was it. 
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Mr. Bennerr. Do they not have some supervision by some State 
agency in order to use telephone wires to show a moving picture on 
televi ision ? 

Mr. Srantron. I will be glad to try to answer those questions. 

I think another witness will be able to give you better answers than 
I can give you. 

Just. let me say, as far as I understand it, they are not using tele- 

hone wires. They are using special coaxial ¢: able that is installed 
just for the purpose of transmiting this signal. You see, you cannot 
use the ordinary telephone wire to transmit the video ‘and audio 
portions of the televi ision signal. You need a coaxial cable for that 
purpose. This is something that the community does not have in- 
stalled around the town, So its means str inging special wires. That 
was done in Bartlesville, as I understand it. 

Mr. Bennert. Would that cost the subscriber more than the other 
type when the use the regular channel ? 

Mr. Sranton. It depends on what point in the life cycle or in the 
curve of expansion that you look at it. It is more costly when you 
get out into the rural area because it costs money to string that wire. 
It is very expensive. Close in, congested apartment areas, it would 
be probably cheaper. It depends upon the number of sets that are 
out before you can really make an evaluation. I think it is about a 
standoff whether you do it one way or another as far as the cost is 
concerned, or the capital investment. 

Mr. Bennett. That is all, Mr. Chairman. 

The Cuatrman. Mr. Heselton é 

Mr. Hesetton. Dr. Stanton, first I want to compliment. you on an 
excellent and persuasive statement. I think the questions are indica- 
tive of the fact that you have made that kind of a statement to this 
committee in a most diffic ult field. I do want to ask you a few ques- 
tions because I think it is one of the most difficult problems that. has 
confronted us in recent years. I think you can help us as much as 
anybody who had been here. 

The problem remains, it seems to me, to reconcile what you said 
about the impossibility of working out any test of what is known as 
subscription or pay television with existing television, whether you 

want to call it free television or by any other term, with the statement 
you made in your exhibit entitled “Free Television and the American 
People’”— 
it is then the right and responsibility of the American people themselves to decide 
how their broadcasting channels are to be used. 

I think you have made there a statement no one can dispute. I have 
a great deal of difficulty in understanding how the American people 
are ever going to make such a decision if we accept the arguments 
you have made here today. 

Mr. Stanton. Before I answer that question, may I thank you for 
your remarks about my testimony. 

It seems to me that the way the people can make that choice is by 
the broadest ventilation of the issues to the public and the publie’s 
expression of their feelings in the matter to you gentlemen on this 
committee and to the Congress. I did not mean to imply that should 
be done by the testing route because of the grounds we have already 
been over. What I meant is that we, as a broadcasting licensee, have a 
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responsibility to get information into the hands of the public on what 
this issue is. 

This book that you have was the first step in that direction. We 
have sent out quite a quantity of these to the people so we are trying 
to inform them as we see the problem. 

I think as the public recognizes and understands the problem, you 
will be hearing from them, and as you get deeper into this problem 
and have other witnessses before you, 1 think you can pretty well 
appraise the situation and make the judgment value that has to be 
made in many situations where Congress has to make decisions about 
future events without actually having had the event take place. 

Mr. Hese.ron. Do you agree, Doctor, that the FCC would never be 
able to hold a satisfactory evidentiary hearing i in the absence of a test 
of subscription television ¢ 

Mr, Sranton. No. I think there might be some difference as to 
what we mean by satisfactory, but I think that an evidentiary hear- 
ing would be useful in this particular situation. Even though they 
were to have an evidentiary hearing, I think this is such an important 
issue that I think eventually it should come to Congress. 

Mr. Hesevron. Would there not be a lack of information as to the 
public reception of whatever kind of subscription television programs 
might be presented to the public in the absence of a test ? 

Mr. Sranron. I do not think so, Mr. Heselton, because I think you 
have enough testimony from the proponents on what they intend to 
do with their programing so that a group of experts representing the 
people could make expert judgments in this situation. I do not 
think you have to go to the public with examples or with a long test 
period because of the reasons we have already gone over. 

I do not want to give an extended answer because we get back into 
the whole test matter. 

Mr. Hesetron. I realize that. May I ask this question. Are you 
satistied personally with the objectiv ity and the fairness of the method 
of presenting the case to the public which has resulted or which has 
been brought about by the poll results referred to occasionally in these 
hearings? 

Mr. Stanton. There are polls and polls. I think the poll that 
we did in Columbus, Ohio—and I say “we,” we had Elmo Roper do 
the study for us—is the best job that has been done because we tried 
to present to the television-owning families in that community a 
series of alternatives and we gave them the names of the programs 
and put prices opposite them and asked them to vote on whether 
they would look at the free station at that time or whether they 
would pay so much to watch the Pajama Game, or whatever the fea- 
tured item was, that this hypothetical pay television channel was offer- 
in 

Mr. Hese.ton. Have there not been tests made or polls taken which 
have resolved themselves rather definitely into the single question: 
Are you willing to pay for your television or do you want it free? 

Mr. Sranron. Yes. The woods are full of those. Some of those 
are good cross sections. Some of them are mail ballots that are sent 
out indiscriminately. Some of them are coupons in a magazine that 
you send in. Those, I think, are interesting, but they are not the real 
scientific survey approach. 
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The only thing I would be satisfied with is the kind of area sampling 
job that Roper did in Columbus. 

Mr. Heserron. In other words, you would want to see the type of 
question that was presented to the public and the evidence that was 
presented to them before you would be satisfied with any of the 
poll results ¢ 

Mr. Sranton. Absolutely. There is no question about that. I 
do not think you have to do this nationally in order to get the answers. 
I think if you were to do a very thorough job in one community, you 
would probably have a pretty good appraisal of it. 

Mr. Heserron. Let me ask you this question, Doctor: It seems to 
me that a great deal of the evidence that has been presented to us has 
been keyed into the large television markets and quite understandably 
so. I think that is the market that would appeal to those who made the 
application and that is the market that is of the greatest importance 
at the moment to the networks and to the others who are interested 
in the type of television we have today. 

There is an argument made—and I do not know how valid it is, 
but I would like to have your comments on it—that one of the prin- 
cipal results of this test, or at least one of the principal results of es- 
tablishing subscription television, would be the econmic salvation 
of the so-called small market and the UHF operators. I would like 
to have your comment on that because, after all, all of us are inter- 
ested in the larger markets to some degree, but I think the Congress 
has a very much broader field which it must take into consideration 
in reaching a decision. 

Mr. Stanton. I have heard those same arguments advanced. I 
believe they are a snare and a delusion because I believe that the pay 
television is not going to help the small market station any more than 
commercial television helps the small market station, not even as 
much, and I will show you why. 

By and large, the rate that a station put on for its time is a func- 
tion of the number of families in that particular market. The same 
ratio holds when it comes to the box-office return for the pay pro- 
moter. He cannot get any more out of that small market in relation 
to the big market than is represented roughly in the comparison in 
their sizes. 

That is exactly the problem you have with the advertising support 
of the small market versus the big market stations. 

The way we have tried to lick that problem in commercial tele- 
vision is to recognize the fact that if you have a cousin that is living 
120 miles down the pike in a small town and you are living in a big 
city and he cannot watch the television programs you watch, he is 
unhappy and he is unhappy with us because he thinks the network is 
doing something for the big market that it is not doing for the smaller 
market. Therefore, we have made it attractive to the advertiser by 
cutting the proportionate rate for these smaller stations so that they 
can get their program into the smaller areas and beyond that we offer 
the programs to them whether the advertiser pays for them or not by 
taking the commercials out. 

So I think the small market, in terms of public interest, loses more 
by the pay television route in relation to the big market than is true 
in free television or commercial television. 
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Mr. HEsELTON. I notice you refer to par agraph N No. 47 of the first 
report in which you were ‘discussing the question whether free tele- 
vision is a shorthand symbol for handling this problem. In that same 
paragraph and elsewhere in that report are the words “advertiser. 
financed program. 

Mr. Stanton. As a matter of fact, I meant to read that this morn- 
ing in paragraph 47 because that was another way to describe it. 

Mr. Hesevron. That is another way to describe it. I do not mean 
any reflection at all when I ask this question, but you raised it in my 
mind again because of the percentages you gave as to what is con- 
trolled by the networks and what is controlled by the independent 
producers, and that sort of thing. I confess I do not know who 
makes the selections of the programs. But there is a body of opinion 
“e a respectable body of opinion which I am sure feels that they 

‘an get something they do not now get for one reason or another if 
ahemiolion television could be offered, whether it be opera, con- 
certs, or any number of things. 

In your opinion, who exercises the final decision as to the type of 
programing that goes to the American public today? Is it the net- 
work, is it the advertiser, is it the pulependent producer, or who 
is it? 

Mr. Stanton. It isthe public, sir. 

Mr. Heseiron. How do they exercise it / 

Mr. Sranron. By their viewing habits, by their acceptance and 
rejection of the programs. But their efforts to be articulate in letting 
their licensees know what they like and what they dislike in the 
program schedule. 

The licensee has a great responsibility in this area and he is most 
responsive to the audience. The idea that any one person sits on a 
pinnacle and decides that this shall go and this shall not go is a real 
myth. 

Mr. Hesevron. But someone has the decision. You do not consult 
the public for a decision as to whether X program or Y program 
shall be telecast. 

Mr. Stanton. No, because you cannot run a railroad that way. But 
you have broad benchmarks and guidelines in terms of what the audi- 
ence is doing every day of the w eek, seeing how they respond to vari- 
ous types of programs, and if you can find something new which you 
think might be of interest to them, you sample it and try it. You try 
it in a variety of ways. We are constantly going to the public to find 
out how they respond to these programs. 

Mr. Hese.ron. In one portion, and I cannot locate the page num- 
ber, you carry a citation of the average television listening. The 
Northeast States apparently listen to television 5 hours and 8 minutes 
a day and the South watches it 5 hours and 6 minutes a day. I do not 
know why we watch it 2 minutes more than the South does. It is 4 
precise breakdown, That leads me to this question: There has been 
a great deal of emphasis made on the prime time. I forget the ter- 
minology which you use, possibly the A time, which I assume is the 
evening hours, probably 7 to 11 or something like that. Do you think 
if a test could be arranged by which subscription television could be 
offered an opportunity to try out their method or their programs or 
whatever you want to call it during other than prime hours that you 
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might have a reasonable public reaction that otherwise you cannot get 
if you rely exclusively on these prime hours 

Mr. Stanton. My judgment, sir, is that it would not be worth a 
candle. 

Mr. Hesettron. You mean to them, ory ou? 

Mr. Stanton. To anyone who is involved in the decision-making 
process. 

Mr. Heserton. My colleague here asked the question I wanted to 
ask : why not ¢ 

Mr. Sranton. I think the real test has to be made under the ideal 
conditions and not under fringe conditions. 

Mr. Hesetton. Doctor, what are your prime hours? 

Mr. STANTON. Roughly, as you said, 7 to 11 or 7:30 to 10: 30. 

Mr. Hesevton. Suppose some compromise could be worked out, and 
I am not asking for a miracle, and assuming that the average family 

ts a chance to look at television sometime before 7 or 8 o’clock at 
night, and you take a fair sample over a reasonable period of time of 
what we call subse ription television Seen 5 to 7 and then the existing 
television from 7 to 11. Suppose the public did come around and say, 
*That is pretty good. We like that ty pe of program. We would like 
to see more of it.” They deluge the FCC and deluge you with requests 
that you extend that into 80 clock at night. W ould ‘that not be a fair 
approach to it? I am going back now to the very valid statement made 
that the decision ought to be made by the public if it could somehow 
or other be placed before them. I do not see how it can be unless you 
place both programs before them. 

Mr. Stanton. The difficulty I get into is that when you do that test 
at whatever hour of the day you do it, you are going to be denying 
service to people who have been getting service at that particular 
time. 

Let us take your 6 o’clock example. At 6 o’clock, if I read my fig- 
ures correctly, approximately 45.9 percent of all the television sets in 
the country are turned on. If you take that hour or that half hour out 
of there for this test, and allow that screen to be black or scrambled, 
you are going to be denying service to roughly 20 million families. 

Mr. Hesetton. That is true, if it is only one channel. But if there 
are 2 or 3 or 4 channels and there is only 1 channel used for the sub- 
scription test during that period so that people could tune their pro- 
gram by turning the knob, would they not have a fairer chance to look 
at the thing and see what it is and decide for themselves whether they 
want it ? 

Mr. Sranron. Even under that condition where you take only one 
station in the community for the purpose of this test, there will be a 
substantial number of people in this country who will lose their only 
service at that time because not all stations cover the same area. 

Mr. Hese.ron. I mean if you confine it to the same areas. 

Suppose you confine it to 1 of the 4 channels. 

Mr. Stanton. That is one of the fallacies. If you take it to the 
markets that the FCC listed in this first report where they 'isted 
twenty-odd areas, where there are four stations that you were just 
talking about, let us take one of those. Let us take Dallas-Fort 
Worth that is in the list and there are four stations in Dallas and the 
Fort Worth area. 
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One of those stations goes out considerably farther than the other 
three. In that fringe area all round the side, those people are going 
to lose, if that is the station that goes into the test. All of those people 
are going to lose their only service. It is not four services. 

Mr. Hesevron. After all, it is suggested as a test to determine 
whether or not the public wants it or does not want it. I realize you 
argue that once the camel’s nose is in the tent, that is the end of it, 

Ww hat I am trying to work out in my mind is the validity of your 
argument that there will be a blackout of existing facilities and I as- 
sume there will be to the degree that the test is ‘conducted. On the 
other side of the coin, for the sake of argument, you are talking of a 
blackout of any test at any forseeable future. 

Is that quite a reasonable position to take in terms of getting a publie 
reaction? Can the public judge, in other words, unless the “y see it? 

Mr. Sranton. This is the question. Let me say one thing. I think 
you can make that choice. You have the testimony of the proponents 
saying that they are going to give the people virtually the same pro- 
grams they are putting now for free. That is one thing. 

There cannot be any question about the divisiveness of this effort 
because it separates the carriage trade from the average family in 
terms of money. There cannot be any question about the blac ‘king out 
situation because you cannot broadcast both of them at the same time 
on the same channel. 

You could watch the effect of this if you were to follow the experi- 
ments going on in wire pay television. That does not use the air at all, 
There you can have the choice at the receiving set from a wire source 
as against the air source. But you are not saying to 90 percent of 
the audience, you cannot watch ‘because you do not have the money 
to pay your way in. 

Mr. Hesevron. All I can say is that the networks certainly have 
a good representative here. 

The Cuarrman. Mr. Hale, do you have anything else ? 

Mr. Hare. No. I join with Mr. Heselton in his encomium. 

The Cuatrman. Mr. O'Hara, would you care to ask a question { 4 

Mr. O'Hara. I would like to ask two questions, Mr. Chairman. 

Mr. Stanton, because of my own particular problems, I have not 
been able to attend all of these hearings and have missed a great deal 
of your testimony. 

May I ask you this question and this is not meant as being personal. 
Do you know of any television or radio chain or any television or radio 
station that operates as an eleemosynary corporation excepting the 
educational stations? 

Mr. Sranton. Not at all. 

Mr. O’Hara. They all operate on a profit basis ? 

Mr. Stanton. They certainly do. 

Mr. O’Hara. This, then, is an economic fight of the have-nots with 
the have. Is that not about the situation that we confront ourselves 
with ? 

Mr. Sranton. I tried to say this morning, Mr. O'Hara, that as far 
as we are concerned, I do not think our stockholders are going to be 
any worse off ultimately whether it is pay or whether it is w hat we 
have been referring to loosely as free television. I think I might even 
live a little longer if it is pay television than if it is free television. 
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But we do not think that this is in the public interest to do it this way. 
We think as holders of licenses and channels that we are obligated to 

ive the facts as we see them to you and to the public. If the public 
wants it the other way, if you as the representative of the public want 
itthe other way, that is it. 

But I do feel obligated to say to you here is the step you are about 
to take, and look at it very closely and examine it before you take it. 

Mr. O’Hara. That is all I have, Dr. Stanton. Thank you. 

The Cuatrman. Dr. Stanton, it has been testified that advertisers 
pay, I believe, about $1,200 million a year supporting what you call free 
television. That is substantially correct, is it not? 

Mr. Sranron. That is substantially correct. It was $1 billion in 
1956 and $1,300 million in 1957. 

The CHarrMAN. From an economic standpoint, can you say or have 
you heard the experts say whether or not that cost of adv ertising in- 
creases the cost of the product to the public? 

Mr. Stanton. I have heard many experts make a very persuasive 
ease for the fact that through the effective advertising you increase 
consumer demand, you increase production and lower. your average 
cost per unit. 

Mr. Hesetron. Will the gentleman yield ? 

The CHarrMan. Yes. 

Mr. Hesevtron. After I asked that question yesterday, I noticed on 
the teletype that the Bufferin or aspirin went up. 

Mr. Stanton. That was for network presidents. 

Mr. O’Hara. Will the chairman yield ? 

The CuatrMan. For any such pertinent questions. 

Mr. O'Hara. I can understand why our distinguished friend from 
Massachusetts needs a little Bufferin or aspirin. 

The CuarrMan. In other words, then, if the advertisers had this 
business taken away from them—in other words, if by a change in 
policy the advertisers were not to be called upon or did not have to 
support this $1,200 or $1,300 million a year—I understand you to say, 
then, it would not decrease the cost to the consumer? 

Mr. Sranton. Absolutely, Mr. Harris, because I think the adver- 
tiser would simply begin to find other mediums into which he could put 
this money to get the : advertising return that he is now getting out of 
television. 

I would like to think that he would have some difficulty in doing it 
as efficiently. But there are well established mediums which could 
handle that advertising budget. This is important as our country is 
growing, because the number of salesmen per customer in 1940 was 1 
salesman for 39 customers. In 1958, you have 1 salesman for 85 
customers. 

This means that you have to do a lot of preselling in the movement 
of goods through your retail outlets because you are not having point- 
of-sales selling any more. You are having preselling by national 
advertising. 

The CuarrMan. In other words, then, it is your contention that 
should pay TV be adopted as a policy, it would increase the cost of 
living by those who neal it by $473.20 a year. 

Mr. Sranron. Mr. Chairman, I would only amend that, in saying 
yes, to this extent : That it would vary case by case. We tried to pro- 
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ject or estimate an average family cost. Obviously there would he 
many average families who could not afford $473. I set forth ip 
that document the figures as taken from the figures given by the pro 


moters to show what an average family would spend to get about two- Bi 
thirds as much programing as they are now viewing on free television, | We 
The CHAIRMAN. But your estimate here is that the average family sider 
budget would be burdened by that amount. in A 
Mr. Sranton. Only to the extent, sir, that they bought that much, | your 
I do not think they could afford that much. WwW 
The CuatrmMaAn. Some would buy that much. It co 
Mr. Stanton. Yes. M 
The Cuarrman. Some would buy more and some would buy less, | figu 
Mr. Stanton. Yes, Mr. Chairman. will 
The Cuamman. What I am trying to get from you, if you know, | the | 
is whether your studies show that that would be the average cost per with 
family unit. Tl 
Mr. Stanton. That is correct. that 
Mr. Avery. Mr. Chairman, would you yield at that point fora|  M 
question ? but 
The Cuatrman. I will yield. out t 
Mr. Avery. My only question on the assumption of the $473 would | ¢0DS' 
that not be assuming that there would be no free television on the | 2@t¢ 
air? If they wanted to watch anything, they would have to watch | It Wé 
pay television ? coun 
The Carman. Of course, we are assuming if we go to the policy It 
of pay TV. That was the basis of the question. wan 
Mr. Avery. We have been discussing it in the context, I thought, qT 
that there would still be some free TV left on the air. That assump- | $7,0 
tion was based on the fact that we will have to wipe out all TV and | the 
we have to pay for every minute we watch. fam 
Mr. Sranton. I think the practical effect would be that, but you | fam 
recall that the Commission has said that the pay television station M 
authorized would be obligated to carry 28 hours of free programing. | % ™ 
All I can say is that I think that will be just to qualify to do the Tl 
pay television programing in the prime time. In other words, | M 
think that the operator will program the 28 hours, if that is the re | $478 
quirement, in order to buy the ticket to get in. The only application | lies: 
that has been made said that he does not intend to do any of that | opin 
filler-type of programing. So for a practical point of view I think T 
we come out where the chairman is on this question. you 
The Chairman. That sort of gets off the line that I was developing | ¢an 
here, but I will say from my viewpoint, what is contemplated now | If w 
is a test and there will be limitations placed on this test. But we have M 
ot to try to envision what is going to happen 5 years or 10 years | you 
From now. so t] 
Each one of these people who operate in this business come here | | th 
saying, “If it proves successful we are going into the business.” We | wou 
cannot kid ourselves. We know what is going to happen to CBS and | not: 
television stations all over the country and those who produce the T 
programs. If they can get more money out of it this way they are | ata 
going to do it. be A 
That is the true American spirit. I am asking these questions | to c 
assuming that if pay TV develops, those who produce these big pro | how 






grams are going to get all of this money out of them they can. It 
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seems to me there should be some way of determining what the limita- 
tions and restrictions are going to be on such programs that are to 
be produced. 

But that is aside from the point I was developing a moment ago, 
We were talking about the average cost per family unit. In con- 
sidering that average cost of $473 per family unit, how many families 
in America would be considered in that average that is estimated in 
your figures ¢ , ba 

Would it be 7 million families or would it be the 50 million homes? 
It could not be that because we do not have that many now. 

Mr. Stanton. Mr. Chairman, we have set forth the details of that 
figure and the various groups in chapter IV of this booklet and you 
will find the whole development of the $473.20 a year on page 34 of 
the document. This is based on the average American household 
with expenditures of $4,110 per year. 

The Cuatirman. How many families do we have in America with 
that income, approximately ? 

Mr. Stanton. I rgeret to say I do not have that figure in my head, 
but I will be glad to supply it for the record. I should also point 
out that these figures are based on probably one of the best studies of 
consumer expenditures that has been made by an independent organi- 
zation. It was not made by CBS. It was made by Life magazine and 
it was an excellent job of studying the consumer buying habits of this 
country. 

It is up to date. It is 1957. I do not have the precise figure you 
want, but I will get it for you. 

The CuarrMan. You referred to 7 million American families with 
$7,000 or more of expendable income. Assuming, then, that would be 
the number—7 million families—your contention is that the 7 million 
families would be able to get television service and the other 35 million 
families would not have it if we come to that kind of a policy. 

Mr. Sranton. It is not all black and all white. They would have 
as much as they would pay for. 

The CuarrmMan. Let us use some other description. 

Mr. Sranton. All right, sir. If the 7 million families spent the 
$473 a year and got these pay programs, and if none of the other fami- 
lies spent anything to get the pay programs, they would lose all, in my 
opinion, of the service that they have today. 

The Cuarman. What I am trying to find out from you—that is, if 
you care to say and if you know or can estimate—is how many Ameri- 
can families now receiving television service would be deprived of it 
if we went to the policy of pay-TV, or would any at all be deprived? 

Mr, Stanton. I think a substantial number would be deprived. If 
you waved a wand and made this available nationwide, pay television, 
so that the stations operated on the scrambled and unscrambled basis, 
I think large majorities of the audience that is now getting service 
would lose service under those conditions simply because they could 
not afford it. 

The CuarrmMan. Let me ask you this question and it is not facetious 
at all. You say there are 7 million or 15 million or whatever it might 
be American homes that receive this type of service. Would you want 
to comment on whether they would get better programs than they are 
now receiving. 
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Mr. Sranton. It is difficult for me to see how there would be any 
better programs made available to them under the pay system than 
they now have under the free system. There will always be the de. 
viate case, the unusual situation here and there. I am talking now of 
the entire schedule across the board. I think it would not change in 
any significant way. 

The Cuatrman. I think you have answered this question, but if 
so I would like to have you comment on it again. If the better pro- 

grams are siphoned off from free television, so called, do you think 
that free television would be able to succeed with the inferior type of 
programs ? 

Mr. Sranton. I did not get that last type program. 

The Cuarrman. Inferior type. 

Mr. Sranton. No, I do not think they would succeed. I think 
further that every time free television was able to develop a new pro- 
gram format or new star or series, they would simply be auditioning 
for pay television. ; 

As soon as a new personality stuck his head up in free television, 
pay television would have so much to offer him that it would pull 
him over to the pay side and you would be blacked out again. In 
other words, we would be running an auditioning service to the extent 
that we could afford it. 

The Cuarrman. You know there are many programs on the air 
now that would not succeed if people had to pay for them. Is that 
not true? 

Mr. Stanton. Yes, I think it would be pretty difficult to charge a 
customer for a Senator’s appearance on a debating program or some- 
thing like that. 

The Cuarrman. I am glad you used the other side of the Capitol, 

Just one other question. Do you think that pay TV is another 
service in the sense that the public spectrum space should be made 
available, or is it a method merely for collecting fees? 

Mr. Sranton. I think it is the latter. If it could be the former I 
would not be as concerned about it. 

The Cuatrman. Could you conceive of another service, perhaps 
limited to educational programs, where you say that the Commission 
would be justified in allocating spectrum space for pay TV? 

Mr. Stanton. I find it difficult philosophy to tie pihecubhoe and pay 
television together because we have heard the promoters and pro- 
ponents of pay television talk in terms of box office, and education 
is not box office. It has always seemed to me that you got education 
my making it free and making it attractive and getting people to 
view these programs that are on commercial stations that we call 
education, sometimes even by accident, and whetting their appetites 
for it. 

I think if they have to pay for it, I think they will stay away from 
it in droves. 

The Cuamman. Thank you very much. I want to join the other 
members in complimenting you on the fine presentation you have made 
here. You can see, of course, by the extensive questioning, that the 
members are tremendously interested and concerned with this issue. 
We appreciate having your testimony. 

Mr. Stanton. Thank you, Mr. Chairman, for your patience and 
for your time. 
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Mr. Aueer. Mr. Chairman, I have one question, if I may. 

The CuamrMan. I am sorry. 

Mr. Acer. I am sorry I missed a few minutes of the testimony, 
but this morning when I left off at the end of my 5 minutes I was 
interested in this advertising aspect. 

Nothing you have said has dispelled this area in my thinking that 

ou are missing a point, unintentionally, or I am missing it, which 
is probably the case. You have just said again in answer to the chair- 
man that many people will be priced out of the market. This is a 
forum of the people indicating their own public interest, that they 
cannot afford it. 

If they are priced out of the market and if a large majority of 
viewers are not looking at pay TV, this is still the mass medium for 
advertisers when they want to sell their products. Why will not the 
advertisers want to support other programs even if they are not as 
good as the pay TV program ? 

Mr. Stanton. You may be right. I could be wrong. This is on 
both sides a matter of casting our judgments into the future. 1 think 
that if you get pay television you will have it in your prime hours in 
the evening. That is where your mass audiences are and that. is 
where the advertiser can really get the circulation to move large quan- 
tities of merchandise. He will be forced into the less desirable time 
periods for his advertising messages. 

Furthermore, the very fact that a small minority of the total public 
will view these programs at night, in my ane means that there 
will be less interest in maintaining the television set, in buying a new 
television set, in looking at television, because the ‘prime hours will 
be taken away from the public or from that part of the public that 
cannot afford it. 

Mr. Axerr. Could that be limited by legislation? Would it be 
appropriate to limit the prime hours and/or limiting the advertising 
as not being a part of paid TV ? 

Mr. Stanton. First let me say you can probably legislate almost 
anything in this area that you want to legislate. 

Mr. Arcrr. No, we cannot. 

Mr. Sran'ron. On the second point, you may not have been here 
this morning, but I think if pay television took over and someone 
came to you with the idea of allowing advertising in the pay-television 
periods—let us assume for the moment that you have said there can- 
not be any in there—but they come back to you 10 years from now 
and say we can bring this to the public for exactly half of what it is 
costing them now by the coinbox if you will allow us to put in com- 
mercial announcements. Politically, I would hate to run on a plat- 
form of saying I am not going to allow that to happen because I 
would be, by voting for it, perhaps cutting this $473 a year to $200 
and whatever the rest of it is. 

I think eventually you are going to have advertising in there even 
if you have legislation, because the pressures will be building up all 
the time to do so. This is not the point that you originally started 
to address yourself to. 

The thing I come back to is the fact that I think you will have a 
shrinking universe for the advertiser. You will be forcing him into 
the less desirable time. He will have difficulty in getting talent be- 
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cause he cannot bid against the pay television people who can put 
him into the much higher income brackets. 

All these things in composite lead me to believe that a contrary 
thing will eer to what you feel will happen. But this gets down 
to what I think from where I see it and this gets down to what you 
think from where you see it. I do not know. 

Mr. Atcer. I am trying to be objective. I have not made up my 
mind. The gentleman from Georgia and the chairman have indicated 
they are wondering if pay TV limited by the customers might not be 
the greatest stimulus to the existing networks in providing better pro- 
grams because only a limited number of people would pay the price 
for pay TV. I am only speculating. 

Mr. Stanton. That gets back to the blackout problem. 

Mr. Areer. You made a powerful argument on page 11 when you 
mentioned this matter of 3 or 4 stations and if an outlying area can- 
not get that 1 station they cannot get television. That is the most 
powerful argument that has been presented as I see it. 

Thank you, Mr. Chairman. 

The Cuarrman. Thank you. 

Mr. Sranton. Thank you, sir. 

The Cuarrman. May I inquire if Mr. Milton Shapp is here? 

Mr. Shapp, you represent the Jerrold Electronics Corp. How much 
time would you require ? 

Mr. Snapp. I would say it would take a half hour to 40 minutes 
to present my paper and whatever questions you might have, sir. 

The Cuarrman. Is Mr. Marcus Cohen here? 

Mr. Conen. All I desire to do is to introduce and offer for the 
record the statement of Phillip Harling, cochairman of the Joint 
Committee on Toll Television. He is available at present if the 
committee desires to ask him any questions. 

The Cuatrman. Is Mr. Rembusch present ? 

Mr. Conen. Mr. Rembusch is the other cochairman. He desired 
to personally appear and testify orally. 

The CuHarrman. How much time would you want? 

Mr. Rempuscn. My statement will be about 10 minutes, Mr. 
Chairman. 

The Cuatrman. May I inquire if Mrs. Lucy Milligan is here? I 
notice there is listed with you Mrs. Samuel J. McCartney and Mrs. 
Marie Hurley. Do all three of you desire to testify ? 

Mrs. Mriuiean. Yes. 

The Cuarrman. How much time do you feel you need ? 

Mrs. Minuiean. 10 minutes. 

Mrs. Hurtey. About 5 minutes. 

Mrs. Miiuican. Not more than five. 

The CHarrman. Is Mr. Holden of the AMVETS here? 

(No response.) 

The Cuarrman. Is Mr. Patterson from San Francisco here? 

Mr. Parrerson. Yes, I am, sir. I am not prepared today, Your 
Honor. 

The Cuarrman. How much time would you desire for your state- 
ment ? 

Mr. Parrerson. About 15 minutes. 

The Cuarrman. Is Mr. Leveridge here from Brooklyn, N. Y.? 
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(No response. ) 

The Cuatrman. I understand he wants to appear tomorrow. Our 
problem i is that everybody wants to appear tomorrow and the House 
is going to meet at 11 o’clock and we are going to be shut off tomorrow 
morning. It presents a problem to the Chair and I hope each of you 
will understand. 

Is Mr. Bentley here? 

(No response. ) 

Is Mr. Cohn here? 

Mr. Coun, Yes. 

The Cuatrrman. How much time would you require? 

Mr. Conn. Not more than 15 or 20 minutes at the most. 

The Cuairman. Is Mr. Radford here ? 

(No response. ) 

Is Mr. Rosenberg here ¢ 

Mr. Conn. He is not here, but he will not require more than 15 
minutes. He planned to appear tomorrow. With your schedule, I 
do not know how it is going to work out. 

The CuarrmMan. I do not either. The problem is that the House 
is meeting at 11 o’clock and they will meet all afternoon on rollcalls 
and debates and a very important appropriation bill affecting our 
national defense. 

I hardly see how we can possibly meet after 11 o’clock tomorrow. I 
was not advised of this until just a few minutes ago. Therefore, it 
presents a problem to me because I want to accommodate as many of 
these people from out of town as I can. 

Is Mr. Kuyper here? 

Mr. Coun. He is not here but he can be here later this afternoon. 

The Cuarrman. How much time does Mr. Kuyper want? 

Mr. Conn. About 10 minutes. 

The Cuarrman. Is Mr. Ketchum in the audience? 

(No response. ) 

Is Mr. Hal Every here? 

Mr. Shapp, we will hear you at this time and we respectfully request 
that you limit your presentation to about 15 minutes. 

Mr. Conn. May the statement of Philip Harling be put in the record 
at this point? 

The copies of the statement have been delivered to the clerk, who, 
in turn, has delivered them to members of the committee. 

The CuatrmMan. Are you Mr. Marcus Cohn ? 

Mr. Coun. Yes. 

The Crairman. This is the statement of the Joint Committee on 
Toll Television ? 

Mr. Conn. Yes. 

The Cuatrman. That means you are presenting a statement in sup- 
port of toll TV? 

Mr. Conn. No, sir; opposed to it. 

The CuarrmMan. Opposed to toll TV ? 

Mr. Conn. Yes. 

The Cuarrman. Very well, we would be glad to have Mr. Harling’s 
statement in the record at this point. 

What is Mr. Harling’s address? 

Mr. Conn. 1585 Broadway. 
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The Cuatrman. Thank you. 
Mr. Witu1ams. Mr. Chairman, may I ask a question? Does the 


statement of Mr. Harling identify the Joint Committee on Tol] 
Television ? 


Mr. Conn. There is a brief description. 

Mr. Wiu1aMs. Is it an industry committee? 

Mr. Coun. There is a brief description of it, sir. It is not a de- 
tailed statement. 

Mr. Wiiu1ams. Whom does it represent? 

Mr. Coun. Its members primarily consist of the motion picture 
theater exhibitors in the United States and practically all the motion 
picture theater exhibitors are members of the committee. 

The Cratrman. Very well, we are glad to have Mr. Harling’s 
statement. 


(The document referred to follows :) 


STATEMENT OF PHILIP F. HARLING, CoCHAIRMAN OF JOINT COMMITTEE ON Tor 
TELEVISION 


My name is Philip F. Harling. I am cochairman of the Joint Committee on 
Toll Television, sometimes known as the Committee Against Pay as You See TY. 
This committee represents almost all of the motion-picture exhibitors in the 
United States. It has actively participated in the toll-television notice of pro- 
posed rulemaking by the Federal Communications Commission and testified 
before the Senate Interstate and Foreign Commerce Committee. 

We oppose the authorization of subscription television on a number of grounds, 
The principal ground is that we are convinced that it is important that free 
television continue to exist and that free and fee television cannot coexist. 

The touchstone of the Communications Act under which the proponents seek 
their authorizations and under which the Federal Communications Commission 
must act, is the public interest. The act makes it clear that one of the essential 
ingredients of broadcasting is the availability of the signal to all of the general 
public. Free television means that any person who has a television set has an 
absolute and unqualified right to watch every program that is telecast in this 
area. Free television knows no class barriers. The rich and the poor, the 
educated and the uneducated, the farmer and the merchant, the tenement 
dweller and the Park Avenue resident, all have available to them the same op- 
portunities. It is even more democratic than the free public library or the 
free highway because television comes directly into their living room on an equal 
basis and the differences as to where they have to go in order t6 use the library 
or the highway do not exist. 

The authorization of subscription television on broadcast frequencies would 
ring the death knell of free television. Subscription television, by its very 
nature, would be in direct competition with free television ; it is competitive for 
audience programing, and talent. Its authorization on broadeast frequencies 
would mean that it would have available the entire existing audience which was 
created by enterprising pioneers of free television. 

It is now generally admitted that subscription television need secure only 
one-twentieth of the existing television audience in order to be successful. If 
1 out of 20 persons was willing to pay for his television programing, subscription 
television would be economically successful, whether or not the other 19 persons 
could pay for their television programs. Every successful subscription television 
program necessarily means that more money is available to bid still higher for 
program material and talent against the existing television stations and 
networks. 

Moreover, in the present state of the art, it is an inevitable consequence of 
pay television that, while it is in operation, television channels, dedicated to 
the use of the entire public, would be blacked out to everyone except those 
willing to pay for the privilege of home viewing. This blackout is not only 
significant in its own right, but it also means that that station at that time is 
unavailable to advertisers. Every person watching that subscription television 
program is a person who is not watching a free television program paid for 
by an advertiser. Decreasing audiences for advertiser-supported programs must 
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ultimately means a decrease in the advertising revenue. Thus, with every 
successful subscription television program, the inevitable result will be not only 
more money available to subscription television to bid for future programs, 
put less money available to free television to meet this new competitor. So 
much money could be obtained from even a small fraction of the normal viewing 
audience of any popular program that pay television would be able to bid away 
from free television any attraction that it wanted. This applies to present 
programing and to such additional material as free television would present 
in the normal course of its development. This siphoning effect would not be 
limited to television ; promoters of sporting events and other program proprietors 
are unlikely to permit their pay television box office revenue to be reduced by 
free radio broadcasts. 

The promoters of subscription television know the basic weakness of their 
proposal—the fact that all they are really proposing is that the public pay for 
what it now sees free—but have used every dodge, artifice, and promise to hide 
and camouflage that weakness. It would appear to me to be axiomatic that 
any businessman who had the responsibility for television programing (whether 
free or fee) would attempt to reach the largest possible audience. That type 
of audience guarantees him the largest possible return. It may be perfectly 
true that a profit could be made by a subscription-television operator who offered 
chamber music, grand opera, or some other type of “limited audience” program- 
ing. However, if a larger profit can be made by providing Frank Sinatra or 
Dinah Shore, rather than the ballet or a lecture on philosophy, I do not believe 
that I am being unrealistic when I suggest that the public would be offered the 
former and not the latter type of programing. Subscription television contem- 
plates a tremendous investment even to get off the ground. This money can 
be atracted and maintained only to the extent that subscription television rep- 
resents a promise of substantial profit. This can be achieved only through 
programing for mass audiences. 

I would now like to direct your attention to a problem which, in my opinion, 
has not been sufficiently emphasized; namely, the question of whether or not 
the Federal Communications Commission presently has the legal authority to 
authorize subscription television on broadcast frequencies. This necessarily 
contemplates also whether or not the Commission actually has the legal au- 
thority even with respect to the actions it has already taken—the proposed test 
authorizations with which you are all familiar. It is our belief that the Com- 
mission, under the Communications Act of 1934, as amended, does not, in fact, 
have any authority to permit subscription television to utilize broadcast fre- 
quencies. Moreover, even if we were to accept the grounds advanced by the 
Commission as the basis for its authority, those grounds are so sketchy and 
flimsy that it seems obvious that in the proper exercise of its discretion the 
Commission should have referred the entire problem directly to Congress. 

The Communications Act of 19384 was enacted and amended in the light of 
an advertiser-supported broadcast industry. At the time the statute was enacted, 
and at the various times it has been amended, Congress has been confronted 
with existing patterns. Without regard to specific definitions, the statute and 
the organization of the Commission contemplate three different uses of fre- 
quencies. The first is the transmission of a program service to the listening 
public—what we commonly regard as “broadcasting.” The second is public 
transmission facilities. As distinguished from the first, and second relates 
itself to the availability of the facility rather than the message which is carried 
over the facility. This second category is generally referred to as common 
varrier. The third group also emphasizes the facility. Here, however, for a 
number of reasons, the facility is not available to the general public but the uses 
contemplated are sufficiently important to the general public so as to warrant 
the establishment of private transmission facilities. This category is generally 
known as safety and special services. 

Subscription television is obviously not a safety or a special service. As the 
act is presently worded, a broadcasting use is antithetical to a common-carrier 
use. Subscription television, to the extent that the proponents have divulged 
any material at all as to its future structural organization, is in fact a hybrid— 
a combination of a broadeast and a common-carrier usage. On the one hand, 
it proposes to use “broadcast” frequencies and, on the other hand, it proposes 
that the service be limited to those who pay. 

Section 3 (0) of the Communications Act defines broadcasting as the “dis- 
semination of radio communication intended to be received by the public, directly 
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or by the intermediary of relay stations.” Subscription television is intended only } of a u 
for those persons who (a) can afford and (b) are willing to pay for the service, | to the 
It is not intended for the general public. This is true, whether the intent is ] utility 
measured subjectively or objectively. No person may receive the programs } of the 
unless he pays for them. The closest the Commission has ever come to facing the ra 
the question presented by subscription television was in connection with its fune. Sub 
tional music determination (docket No. 10832). Functional music consists of | public 
three types of service: the background music service, storecasting, and transit- | home 
casting. The background music service involves FM (frequency modulation) | than | 
stations supplying uninterrupted musical programs to commercial or industria] | compa 
subscribers. The elimination of the vocal matter is achieved through the trang. | Yet, t 
mission of a supersonic signal (called a beep tone) before broadcasting spoken | epera' 
matter. The beep tone is inaudible to the human ear, but it silences the receivers | and t 
which are owned or rented by subscribers to the service. Receivers in the hands | perfor 
of the general public continue to receive whatever is being transmitted by the | holde 
station at the time. When the spoken material ends, the station removes the The 
beep tone or transmits another signal which turns on the subscribers’ receivers, | missi¢ 
Storecasting and transitcasting involve the same principle except that the beep | remar 
tone is used to increase the sound level of the spoken material in order to | of the 
emphasize the commercials. trary. 

The Commission found that these operations were not broadcasting, that they | situat 
were not intended for reception by the general public, notwithstanding the fact | that 4 
that a large portion of the transmission, including most of the program material, | ®men 
could be received by the general public on home receivers. Clearly, this is qa | concel 
determination that broadcasting involves a service to the general public and | ad | 
not to particular subscribers. The mere fact that most people conceivably | ®24 Y 
might be more willing to subscribe to a subscription television operation than for | Sidiar 
background music, does not distinguish the two situations. Subscription tele | ™eT!t 
vision is still a service intended only for subscribers. and t 

The authorization of functional music operations, a non-broadcast activity, Wi 
does not imply a kindred authority with respect to subscription television | he 4 
operations. There are several major distinctions. Functional music, obviously | tere 
on a multiplex basis and even on a simplex basis, presupposes a continuing | "@SPe 
service (in the nature of a broadcast service) to the general public. This is | ®2°V¢ 
available to all of the public. Subscription television presupposes no service Comn 
at all to the public; the only thing the public will receive is a scrambled picture. | ¥@,* 
The only way to unscramble the picture is to become a subscriber. Sec 

This difference in turn produces another fundamental difference. The FM sont 
listener, even where the station is transmitting functional music on a simplex vo 
basis, has a service available to him without charge. Asa result, there is no strong the br 
motivation for him to subscribe to the functional music operation. The sub- sy es 
scribers therefore, are persons or organizations who, for the most part, are “arg 
purchasing the service for business purposes and not as ultimate listeners. — 
Since the transmissions have been tailored for their needs, these limited sub- ota 
scribers may justifiably be considered as sponsors (and are so considered by rg 
the Commission). There is still no charge to the ultimate listener. The sub oT 2 
scribers to pay-as-you-see television will be the ultimate viewers. This involves i as 
a direct charge to the viewer—something which has never existed in other than So 
an experimental authorization. Bach 

It is to be noted that functional music was authorized only as a subsidiary whicl 
service, aS an adjunct to the FM broadcast operation, so that the latter could wide 
draw financial aid from it. Moreover, functional music operations on a simplex Cor 
basis are authorized only for 1 year. Subscription television is not urged as | polde 
a temporary subsidiary operation to benefit an industry with severe economic the p: 
problems. Instead, the Commission was advised that subscription television portic 
has sufficient potential to stand or fall by itself. Clearly, subscription television lowe’ 
proponents are not interested in any temporary operation to benefit free tele- It is 
vision. Multiplexing, a significant factor in the Commission’s determination to statio 
permit functional music, is not even a scientific possibility for subscription tele- perio 
vision. seran 

Subscription television, however, is still prmarily a program service and, as by thi 
such, it conld not reasonably be regarded as a common-carrier service. A com- It j 
mon carrier has the obligation of carrying all messages without discrimination. ciatio 
A television licensee could not accept such a burden and still effectuate his Skiat 
personal responsibility for the programs carried by his station. To the extent only | 
that a basic ingredient of pay TV is the fact that a direct charge to the public posed 
is made, it has the distinguishing mark of a common carrier. In every instance 
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of a utilization of the public domain for private benefit involving a direct charge 
to the public, Congress has seen fit to recognize the use as in the nature of a 
utility and to protect the public through rate regulation. And yet, the Chairman 
of the FCC has now testified that the Commission has no intention of regulating 
the rates to be charged for pay TV. 

Subscription television also involves a continuing relationship with the general 
public—that of installation and maintenance of equipment in John Q. Public’s 
home and billing and collecting for programing. This relationship is greater 
than the relationship that exists between the public and most utilities and is 
comparable only to the relationship of the telephone company to its subscribers. 
Yet, the Commission has no authority over this phase of subscription-television 
operations. Even the broadcaster, over whose facilities the program is presented 
and to whom both the Commission and the public will look for satisfactory 
performance, has no jurisdiction over the activities of the subscription franchise 
holders. 

The only support that has been advanced for the conclusion that the Com- 
mission does have authority to authorize subscription television are the isolated 
remarks made during the course of congressional debates prior to the passage 
of the act of 1934 and the lack of any specific statutory strictures to the con- 
trary. Any reliance on authority of this sort necessarily ignores the factual 
situation existing in the industry at that time and the problems and pressures 
that actually confronted the legislators at the times the statute was enacted and 
amended. As we have seen, the Communications Act recognizes only two major 
concepts in the field of communications for private profit—common carriage 
and broadcasting. Subscription television possesses characteristics of both 
and yet, it is neither. Its proponents do not urge its consideration as a sub- 
sidiary service, but as a new technique worthy of consideration on its own 
merits. As such, it is clearly not within the contemplation of the present act 
and the Commission is without authority to permit such operations. 

With respect to the question of authority and, for the moment, disregarding 
the question of whether or not subscription television could serve the public 
interest, further legislation is needed before any action should be taken with 
respect to the authorization of subscription television. As we have indicated 
above, the present act is insufficient to protect the public against gouging. The 
Communications Act permits rate regulation only of common carriers and, 
we have seen, subscription television obviously is not a common carrier. 

Secondly, the Commission does not have adequate authority to regulate the 
continuing relationship of subscription television to the public—the billing 
services and maintenance relationship we have previously discussed. Moreover, 
the broadcast of pay television would create a patent monopoly for the approved 
system of encoding and decoding the broadcast program. The promoters con- 
template that their patent ownership will enable them to control program policy 
and business practices of pay television stations. According to all three pro- 
moters, patent holders would license or enfranchise all local business enter- 
prises contemplating pay television operation. The franchise holder, under the 
control of the patent holders, would conduct the pay TV business. He would 
sell or rent encoding and decoding equipment to television stations and viewers, 
negotiate with the local stations as to the price to be paid for their time, ar- 
range for programs to be presented, handle the advertising, and collect revenues. 
Each promoter has proposed that he would establish a program organization 
which, if pay TV became a nationwide affair, would take the form of a nation- 
wide pay TV program network. 

Control over program policy would thus rest ultimately with the patent 
holder. This does not mean that the program organization would monopolize 
the production of programs. It would probably buy and use a substantial pro- 
portion of “independently produced” program material. All three promoters, 
liowever, propose to control the distribution of programs to pay TV stations. 
It is clear that, as far as the pay TV promoters are concerned, the television 
stations would play a passive role of selling the use of station facilities for 
periods of time to the franchise holder and of physically broadcasting the 
scrambled signals. The other business aspects of pay TV would be preempted 
by the patent holder or his licensee, the franchise holder. 

It is at once evident that the patents and standards are basic to an appre- 
ciation of the significance of pay TV. Two of the promoters (Telemeter and 
Skiatron) propose that the FCC should approve specific standards under which 
only a single patent holder would be able to operate (and naturally each pro- 
posed that its system be approved). Zenith, however, proposes that the Com- 
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mission approve standards sufficiently general so that one or more of the three 
systems could operate. If the Zenith proposal were accepted, mutually incom. 
patible equipment could be sold or rented in the same community; more likely, 
the owners of the patents eligible to operate under such general standards 
would merge their interests or establish a geographical market separation. Thus, 
whether specific or general standards were established, the end result for a 
given community would probably be that its pay TV program would come 
to it (perhaps over several stations) from one program-distributing organization 
associated with one patent holder. The Commission does not have authority 
under the existing statute to apply the necessary regulatory strictures. 

The entire problem is one that warrants congressional attention. Subscrip- 
tion television clearly presents, at the very least, dangers to the existing system, 
Moreover, it involves a potential new industry with revenues in the billions, 
far exceeding all of our current expenditures for recreational items. Under 
the circumstances, it is clear that the problem goes beyond the limited field 
of broadcasting and public-interest determinations should be made by the Con- 
gress, the elected representatives of the entire Nation, and not by one of its 
arms appointed to deal exclusively with communications. This is particularly 
true where the statutory base for any such action is, at best, insignificant. 

The Commission’s actions in connection with subscription television even at 
this point, to the extent that it contemplates test authorizations, are illegal or 
at the very least, involve an abuse of discretion. A glance at the filings of 
all the interested parties will indicate a uniform belief that any test would 
necessarily either be too small to afford any reliable data or would be a test 
in name only, in that the authorization would be so extensive that it could 
never properly be revoked. The authorization contemplated by the Commission 
actually, in and of itself, will produce a permanent subscription television au- 
thorization and, yet, it will not provide any significant data from which the 
Commission could determine the public interest. 

The proponents and the Commission have taken the position that the legality 
of the authorization of the toll television experiments should be tested in court 
and that Congress should not attempt, at this juncture, to pass upon the legality 
of the Commission’s action. We would have no problem with this position 
except for the fact that we are advised by experienced counsel that the problem 
in testing the legality of the experiments is the fact that there is no one, at 
this time, who has the necessary technical standing before a court to test the 
subject and that this Commission order is not appealable. Consequently, any 
suit which would be brought would end up as a victory for the proponents and 
the Commission, simply because the case would be thrown out of court on the 
sole ground that the plaintiff had insufficient standing and the order was not 
appealable. The suggestion that the matter first be tested in court is another 
attempt to avoid the basic issues. Fortunately, no one needs standing in order 
to testify before this committee, since, unlike a court proceeding, he must not 
show the specific injury to him at the time he testifies. 

The joint committee urges Congress to act before the Commission can issue 
the prospective test authorizations. The entire problem is one for your con- 
sideration. We urge you to accept the problem and to enact legislation which 
would prohibit any subscription television authorizations. 


The Cratrman. Mr. Shapp, we would be glad to have your state- 
ment at this time. 


STATEMENT OF MILTON J. SHAPP, ON BEHALF OF JERROLD 
ELECTRONICS CORP., PHILADELPHIA, PA. 


Mr. Smarr. Mr. Chairman, members of the committee, I appreciate 
the time given me. I realize how rushed you are and I shall try to 
speed my testimony. 

On behalf of my company, Jerrold Electronics Corp. of Philadel- 
phia, I am most appreciative of the opportunity to present to the com- 
mittee our views on the subject of pay television. 

It is our sincere hope in making this submission that we may clarify 
some of the sharply conflicting views now surrounding this complex 
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subject. In addition, it is our hope to suggest a course to the com- 
mittee which may do a great deal to eliminate some of the public con- 
cern that has arisen in this regard. 


Our company has the distinction of havi ing developed and supplied 
the coaxial cable distribution system now in ‘operation in Bartlesville, 
Okla. Thus, as I shall point out in greater detail later in these com- 
ments, it is our firm belief that a very real public demand can be 
served by a new industry which will bring box office qui lity entertain- 
ment and programing of other special events directly into American 
homes at a reasonable price. 

It is our further belief that the cable system approach is the only 
economically and technically feasible approach to the development of 
this service. 

Our company is equally firmly convinced that the use of broadcast 
spectrum for this purpose is neither practical nor in the public in- 
terest. 

In the past, our company has recommended both to the Commis- 
sion and to the Senate committee that scrambled broadcasting, which 
utilizes broadcast spectrum, be given a trial by the Commission. 

I have here to submit as part of my testimony copies of my testimony 
before the Senate Interstate and Foreign Commerce Committee, tele- 
vision hearings of 1956. 

Mr. Wiu1aMs (presiding). You may insert it in the record. 

(The statement referred to follows:) 


STATEMENT OF JERROLD ELECTRONICS CorP., BEFORE THE SENATE INTERSTATE AND 
FOREIGN COMMERCE COMMITTEE TELEVISION INQUIRY, APRIL 27, 1956 


Gentlemen, permit me to thank you for permission to appear before this com- 
mittee on behalf of Mr. Milton J. Shapp, the president of Jerrold Electronics 
Corp., who deeply regrets his inability to appear in person because of long stand- 
ing previous business commitments on this date. The material which follows 
is the result of approximately 10 months of intensive study and development work 
by our company in the field of subscription television. 

It is our purpose here today to present to this committee a report both of our 
progress and problems in establishing a sound subscription television service. 
We shall further submit our opinions as to the proper solution of the problems. 
Subject matter covered will be as follows : 

1. The Jerrold cable theater, a wired system for the distribution of tele- 
vision signals, is the only practical method of disseminating box office quality 
entertainment into the American home. With a low-cost theater built of 
cable and electronic equipment instead of steel and concrete, the consumer 
becomes the beneficiary of lowered prices per unit of entertainment. 

2. Major forces in the entertainment industry, including motion picture 
exhibitors, network representatives and broadcasters, have been confused 
and alarmed by the utterly unrealistic proposals made by Zenith, Telemeter 
and Skiatron. Their scrambled broadcast transmission technique has been 
projected on a grandiose scale and founded on concepts which are technically 
impractical, economically unfeasible and securitywise unsound. We have 
presented in the past and will briefly restate later in this testimony the 
essential logic back of these strong statements. It is our respectful proposal 
to this committee that the mythology of these scrambled broadcast proposals 
can once and for all be exploded by submitting them to public tests at the 
earliest possible date. Far from opposing such tests, it is our earnest recom- 
mendation that if legislative enactment or FCC rulemaking is required, it be 
accomplished promptly. We are satisfied that once submitted to such tests, 
the proposals of Zenith, Telemeter, and Skiatron will fall of their own 
weight. 

3. Such a clearing of the air will in our opinion open the way to the wed- 
ding of the eable theater technique with motion picture exhibitors and pro- 
ducers. Only then will this new medium be developed in the interest of the 
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public as well as in the interest of the entertainment and sports world. In 
fact, major producers of film as well as major sports promoters with whom 
we have had numerous discussions are uniformly in favor of the cable theater 
public acceptance test. Film producers, however, have feared that their co. 
operation would jeopardize relations with their major customers, the motion 
picture exhibitors. The exhibitor has been intimidated by the apparent 
efforts of the scrambled broadcast proponents to dominate this vast new 
medium by controlling both the transmission facility and the entertainment 
merchandising itself. 

We are convinced that with the scrambled broadcast wrangle out of the 
way, the large progressive elements among motion-picture exhibitors will 
become in fact the natural allies and supporters, not the opponents, for the 
development of cable theaters throughout the Nation. 

4. In our presentation to the FCC last fall, Jerrold stated that it would 
be ready in the spring to wire up several communities for public acceptance 
tests of subscription television. Technically, we are ready. Construction 
could begin tomorrow. As a matter of fact, in February 1956 at the formal 
dedication of the new Jerrold Laboratory at Southampton, Pa., a public 
demonstration of the Jerrold cable theater was presented for the first time, 
Squipment such as I have here for your inspection was utilized in this 
demonstration. It is my pleasure to invite this committee or its representa- 
tives to be our guests on a trip to Southampton to observe a live demon- 
stration of its performance. I will be happy at your request to make ar. 
rangements for such a trip. 

Unfortunately, the antagonism which I have just described has to date pre- 
vented us from obtaining the top-quality, box-office entertainment of all sorts, 
including first-run motion-picture film, top sports events, and other major special 
shows necessary to conduct meaningful public acceptance tests. When such tests 
are held and if they are positive as we expect them to be, a vast new industry 
will be launched. 

Now, let us examine the facts behind the conclusions I have stated. 

First, what is a cable theater? 

A cable theater takes programing originating live or filmed in a studio or re- 
ceived via microwave from a distant point, and distributes it by cable or wire 
to any population area, be it large or small. This wired system is then tapped 
and a thin cable or wire lead is taken directly to the television receiver in the 
subscriber’s home. No elaborate equipment requiring service or maintenance is 
in the home of the subscriber. Security is guaranteed since the programing is 
available only in those homes into which the lead is brought. Unauthorized taps 
are readily detected and eliminated. Because the signal carrying the entertain- 
ment is piped directly from the studio into the cable and is never transmitted 
through the air, there is no interference of any kind with presently authorized 
broadcast spectrum. No Federal Communications Commission allocations or new 
rules are required ; no legislative enactment is necessary. 

The Jerrold cable theater with its specially designed electronic amplifying and 
distributing equipment is a direct evolution from the community antenna system 
principle, which our company pioneered. Jerrold has installed community an- 
tenna systems in more than 300 fringe-area communities. In these systems, tele- 
vision signals are picked up by giant television antenna arrays, usually on nearby 
elevated points, and are delivered to the subscriber’s home over coaxial cable, 
The techniques utilized in wiring these communities have been adapted and im- 
proved for application to the cable theater. This, then, is not an untried prin- 
ciple for signal distribution. It has been tested and proved in literally hundreds 
of communities. 

Now, then, you may logically ask if Jerrold has developed its cable theater 
system; if this system requires no governmental license or authorization: if no 
legislative action is necessary ; if it is economically feasible; why, then, is Jerrold 
here rather than out in the field building cable theaters? Permit me to repeat: to 
date, our efforts to obtain the proper quality, quantity, and variety of programing 
necessary for an effective cable theater public acceptance test has been handi- 
capped by the tremendous confusion and opposition engendered by the un- 
realistic proposals of Zenith, Telemeter and Skiatron. 

It is not without reason that we have used such strong terms in describing 
these proposals as “impractical,” “unfeasible” and “unrealistic.’”” Attached to 
this report is a documented technical analysis of the critical deficiencies of these 
scrambled broadcast systems presented to the FCC on September 8, 1955. Also, 
attached is an additional summary and presentation of facts prepared by Mr. 
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Shapp for presentation in a telethon debate on this issue with representatives of 
Zenith, Telemeter, and Skiatron recently held over station WCPO—TYV, Cin- 
cinnati. Permit me to summarize these facts briefly, with some additional com- 
ments by the scrambled broadcast proponents themselves, on the key question 
of code security. 

Scrambled broadcasting will never work, first and foremost because each of 
the so-called encoding methods is completely insecure. They can be broken 
with ease. This can be likened to the investment of millions of dollars in 
theater properties followed by a mass distribution to the public of free admission 
passes. 

In September’s reply to comments before the Federal Communications Com- 
mission, Jerrold issued an unequivocal challenge to the three scrambled broad- 
cast proponents to participate in a public security test of their codes. 

We again state this challenge to the three scrambled broadcast proponents. 

This challenge, which was first submitted by Jerrold in the summer of 1955, did 
have one noticeable effect: it seems to have shaken at least the psychological 
security of Zenith, Skiatron, and Telemeter in their codes. 

For in its reply to comments in September, Zenith doubts the security of the 
Telemeter and Skiatron systems (p. 46, Zenith reply to comments). 

Skiatron infers (pp. 4 and 5) that only their decoder (using a printed circuit 
eard for a “key”’) would deter bootleggers. 

Telemeter states in their reply to comments (p. 2) that the Zenith and Skiatron 
systems “fall short of these objectives” (code security ). 

Each of the scramblers thus agrees with Jerrold at least in regard to the 
“other two” systems that they lack security. We might well conclude, “that 
among men who know decoders best, it’s Jerrold 2 to 1.” 

In one sense, perhaps, listing further weaknesses of scrambled systems is 
superfluous since kidney ailment is not serious in the case of a patient who has 
died of a heart attack. However, any one or a combination of the following 
points might be fatal of itself. 

1. The cost of a scrambled broadcast system is considerably higher than 
the cost of the Jerrold cable theater. This disparity increases as the number 
of subscribers increase for each method. 

2. Operating costs for servicing and maintaining a wired system are but 
a mere fraction of those required to maintain a scrambled broadeast system. 
In addition, the scramblers must pay for broadcast time. The cable theater 
operator does not. 

3. The billing and collection procedures proposed by Telemeter, Zenith, and 
Skiatron are obsolete and unworkable. 

In addition to these and many other weaknesses, Zenith, Skiatron, and Tele- 
meter have flaunted the American tradition of free air waves. 

Sections of the public already have been intimidated by the reasonable fear 
that such a proposal for seizure of broadcast time or space would deprive them 
of television as they know it. They have missed the fact that the cable theater 
technique would provide a wholesome competitive medium, with broadcasters and 
“able theater operators vying for the viewer’s attention. The public could only 
benefit by improved programing in both media from such competition. 

Millions of viewers simply will not accept the fact that a channel they have 
been watching for years suddenly turns to jabber and meaningless patterns under 
the ministrations of the scrambled broadcasters. 

This is in a sense the crux of the security problem. We do not question, as may 
be suggested, the honesty of the American public. We do question the ability 
of Zenith, Skiatron, Telemeter, or anyone to force collections for a service which 
has been traditionally free by a method so subject to ready violation. 

I have deliberately hastened this examination of scrambled broadcast defi- 
ciencies so as not to repeat information set down in detail in the attached 
analysis by Mr. Shapp and in our comments to the FCC. Permit me to refer you 
once again to these accompanying documents for substantiation of what I have 
said. 

Despite these apparent deficiencies, Zenith, Skiatron, and Telemeter are in- 
tent on testing their systems. 

In the meanwhile, motion-picture exhibitors—who would cooperate with the 
Jerrold Cable Theater as evidenced by the following quote—will not do so while 
the scrambled broadcaster haunts the background. 

“The joint committee does not urge that subscription television per se is in- 
evitably against the public interest. For example, it is conceivable that a sub- 
scription television proposal to use existing common carrier facilities, in a closed- 
circuit tvpe of operation, would supplement rather than supplant existing tele- 


22557—58——30 








460 SUBSCRIPTION TELEVISION 


vision service and might, therefore, reasonably be found to be in the publie 
interest” * * * (The Joint Committee on Toll Television (representing motion- 
picture exhibitors) in its comments filed with the FCC on June 9, 1955). 

Only last week TV Guide urged editorially that ‘the fee-television enthusiasts 
establish a station and pipe their expensive programs, without putting them 
over the air, into homes that have been especially wired to receive the pay- 
television programs. Subscribers could accept or reject as many programs as 
they like. Such a test would be fair to all of us. It could be conducted with- 
out disrupting, even temporarily, our present TV reception.” 

These opinions have been echoed with variations by Broadcasting-Telecast- 
ing magazine, the National Association of Radio and Television Broadcasters, 
the Columbia Broadcasting System, and others. In private discussions even 
more affirmative positions have been taken again and again by producers, ex- 
hibitor groups, sports promoters, and others. 

It is for this reason, gentlemen, that we say to you as vehemently as possible: 
They have asked for it, let them have it. Let the scrambled broadcasters have 
their performance test. Let them and let the public observe the results for 
themselves. We are satisfied that the scrambled broadcaster will thereby elimi- 
nate himself. The way will then be open for the motion-picture exhibitors, the 
men most experienced in the field of mass entertainment to join forces in sup- 
plying both the shows and the showmanship necessary for the development of 
soundly executed, constructed, and operated cable theaters throughout the 
nation. 

This will not happen at once, but will be done in an orderly, step-by-step 
fashion. First, initial tests; then extension of these tests; then expansion to 
many markets throughout the country. The motion-picture exhibitor, who al- 
ready has a tremendous stake in bringing mass entertainment to the American 
public, is the proper group, both by experience and by reason of existing in- 
vestment, to take this project forward. 

We offer our full facilities to the motion-picture exhibitor in building mod- 
ern cable theaters to back their experiments anywhere in the country. I 
might add that we offer these same test facilities to Zenith, Skiatron, and 
Telemeter. 

Our company has exhaustively explored this field, including, I might add, 
the scrambled broadcast technique, which is, in fact, no novelty. We are sat- 
isfied that the implementation of a program such as we have respectfully sub- 
mitted today will drive forward the development of the cable theatre with long- 
range incalculable benefits to all concerned, most particularly to the public in 
the form of low-cost quality entertainment in the home, which is not continu- 
ously available by any other means. Briefly, then, if I may, I will summarize 
the essential points which I have made. 

1. Jerrold is prepared technically today to launch construction of cable 
theaters anywhere. 

2. We strongly recommend that this committee do everything in its power 
to immediately assure the privilege of conducting test operations for 
Zenith, Telemeter, and Skiatron. We are convinced that their scrambled 
broadcast proposals are impractical and, when subject to actual operation, 
will be strangled by their own excess of economic and technical deficiencies. 

This, then, will clear the air in our opinion for the orderly and practical 
development of the only feasible means for the distribution of high-quality 
box-office entertainment to the home, namely, the cable theater. 

3. We are convinced that the progressive motion-picture theater operators 
of America are natural allies in the development of the cable theaters. We 
are happy to offer the full facilities of our company in cooperation with 
any group or groups of motion-picture exhibitors for the construction of a 
soundly conceived cable theater anywhere in America. 

Finally, let me repeat that Jerrold is convinced of the soundness of its pro- 
posals for the cable theater. We are convinced that this concept and its ulti- 
mate scope is much too large to be clutched to the bosom of any one company 
or group of companies. 

We are satisfied that the ultimate decision on a matter of such substantial 
import to the public should not and ultimately will not be the property of 
Zenith, Telemeter, Skiatron, or Jerrold. Neither will it be the property of the 
Commission or even of this important committee. The final decision will be made 
by the public in the public interest. The public will see to that. We are happy 
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Mr. Suarr. We expressed our opinion that this service in practical 
operation would fail dismally because of its many deficiencies. We 
have long felt that if the man issue of spectrum use and abuse could 
be laid to rest, most of the present public and private apprehension 
about this proposed new programing service would evaporate. 

The timeliness of this committee’s investigation makes it possible, 
in our judgment, for you gentlemen to set at rest much of the national 
furor that has arisen over this subject. The step to be taken is quite 
simple, yet will prove most effective. 

This committee should direct the Federal Communications Commis- 
sion to make a technical study of all the systems for subscription or 
pay television that have been proposed. This study should cover all 
the scrambled broadcast proposals presently before the Commission. 
We are convinced that such a technical study will convince the Com- 
mission and its staff that all of the proposals for scrambled broadcast- 
ing are simply unfeasible from a technical point of view. 

No one would ever be foolish enough to recommend, authorize or 
build highways inadequate to accommodate present day automotive 
equipment. 

Nor for that matter would the American people even be concerned 
with a highway-construction program if the automobile didn’t run. 

Similarly, the technical inadequacies that such a Commission study 
would surely reveal would quickly dull any remaining “drum-beating” 
for scrambled broadcasting. 

It is to be regretted that such a study has not been made until now. 
Had this been so, many of the confusions and misconceptions surround- 
ing the whole field of pay television would already have been elimi- 
nated. 

I have here some submissions that we gave to the Federal Communi- 
cations Commission on November 8, 1955, which I would like to enter 
into this record. 

Mr. Wiiu1iaMs. They will be received for the files. 

(The document referred to is in the committee files. ) 

Mr. Suarp. In our submissions to the Commission on June 9, 1955, 
and later supplemented under date of September 8, 1955, (attached as 
exhibit) our company clearly developed our viewpoint of the unwork- 
ability of scrambled broadcasting by staking our own technical repu- 
tation on an offer to publicly demonstrate under Federal Communica- 
tions Commission supervision the ease by which the scrambled broad- 
cast could be decoded without the use of the operator-supplied decoder. 
This challenge was never accepted by any of the proponents of scram- 
bled broadcasting, and, in our judgment, for good reason. 

I might also add in this submission to the Federal Communications 
Commission on September 8, 1955, we pointed out some 12 or 13 
different technical reasons why scrambled broadcasting would not 
work from a technical basis and it is my opinion here today that al! 
the talk of establishing such a service is really much to do about 
nothing because if it won’t work in the first place you really can’t 
establish a service that it will be based upon. 

This committee can, in our judgment, substantially alleviate this 
confusion of high-pressure public relations and promotion struggle 
conducted largely in the public press over this issue, by requesting the 
technical study I have recommended. 











462 SUBSCRIPTION TELEVISION 


I am firmly convinced that the results of such a study would be so 
conclusive that all the sound and fury would subside and the scram- 
bled broadcast issue would be laid to rest without further ado. 

The way would then be clear for the orderly development of a cable 
theater service which would supplement commercial television pro- 
graming. 

Now, having presented the negative, allow me to shift to the posi- 
tive side of the picture. There is a real public need for a television 
programing service that the networks and independent TV broad- 
casters cannot fill. 

Commercial TV depends solely upon advertising sponsorship for its 
financial support. If the miracle of television is to be exploited to its 
fullest then for some types of programs a different method of financial 
support must be found because some programs are “unsponsorable.” 

Into the ‘“unsponsorable” classification falls a whole variety of pro- 
graming that includes the following: 

1. New movies. These are unsponsorable because the cost of pro- 
duction is too high for advertisers to bear. 

2. Cultural programs of limited audience appeal. This includes 
concerts, opera, ballet, ete.—unsponsorable because the selective view- 
ing audience would result in lowered audience rating per program. 

3. Foreign language programs. Foreign language radio programs 
are exceedingly popular and are profitable to produce. However, the 
higher costs of telecasting and the limited number of TV stations 
mitigate against TV programing of this nature. As in the case of 
cultural programs, the audience rating of these programs would not 
justify the advertising costs. 

4. Sports programs of major importance. These are wnsponsor- 
able for two reasons. 

(a) The promoter blacks out TV because of adverse effect on his 
box office. 

(b) Advertisers cannot match the “bid” of theater TV interests, 

We heard a lot of discussion here today about the fact that the ad- 
vertisers cannot match the bid of pay television if it were to come 
about. This is with us already. Programs of this sort are already 
going to theater TV, as you have in the Robinson-Basilio fight. I say 
further that the fall-off of attendance in baseball and other events 
makes it extremely unlikely that these will be available in the future 
in the so-called free commercial telecasting. 

5. Programs of a provacative nature. Most advertisers steer clear 
of sponsoring programs dealing with major political, racial, religious 
or international issues. They do not wish to “offend” any group or 
sect. Stage shows dealing with these important topics find great pub- 
lic support. (West Side Story, Inherit The Wind, etc.) and indicate 
great public interest. 

6. Educational programs—some very fine generalized educational 
programs. (Mr. Wizard, Let’s Take a Trip, etc.) are televised. These 
are nominally aimed at preteen-aged children and cover a wide range 
of interests. Programs of more limited range and directed at specific 
population groupings do not attract sufficient audiences per program 
dollar cost to interest advertisers. 

7. Programs of a public-service nature. All TV stations are re- 
quired by the FCC to telecast a minimum number of public-service 
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programs. Usually the type of program presented is dedicated to 
the support of the Red Cross, of the United Nations or for Govern- 
ment bond purchases, ete. 

The TV coverage of the Kefauver and McCarthy hearings generated 
a tremendous public interest. Undoubtedly, the televising of local 
government meetings, school board and PTA meetings and a whole 
host of similar civic gatherings, would be of great public interest in a 
given locality. Advertisers are not interested in underwriting pro- 
grams of this important nature, nor perhaps is it desirable from the 
publie’s viewpoint that any advertisers become too closely identified 
in supporting public programs of this type. 

If commercial TV then, is unable economically to bring these types 
of programing to the American public, it becomes obvious that it is in 
the public interest to find other means of accomplishing this. Two 
methods are available: 

1. A Government subsidy to broadcasters to underwrite the cost of 
this programing. 

2. Transfer the cost of producing this special programing from 
the unwilling advertiser to those viewers who desire the service. This 
should be done at no sacrifice to the regular commercial TV program- 
ing which would remain available for all viewers on the present free 
basis. 

I doubt if any elements would support a Government subsidy. This 
would be contrary to all broadeast tradition in the United States; 
further, some citizens who did not wish this added programing would 
be taxed to pay for entertaining other viewers. 

Thus, by deduction, (as well as by the process of elimination) 
method No. 2—the establishment of a form of programing financed 
by the viewers—becomes the obvious answer. 

If the public desires to receive special types of programing that 
neither the Government nor advertisers can finance, there should be no 
restrictions placed in the way of establishing a pay-for-television 
system that serves the public’s needs; provided that establishment of 
such a service does not interfere with the rights of advertisers and 
broadcasters to continue to supply the same kind of programing they 
now produce, nor does it deprive any member of the viewing audience 
of his right to continue to receive these commercially broadcast pro- 
grams at no cost. 

Herein lies the biggest distinction between scrambled broadcasting 
and the Jerrold proposals for cable theater operation. Scrambled 
broadcasting would utilize either an entire broadcast channel allo- 
cated presently to commercial television, or the cream evening time 
on existing television stations. In either case, the public would be 
deprived of the opportunity of viewing many of its regular programs. 

Cable theater deprives no one of the opportunity to view existing 
programs. No programing is subtracted. All programs carried by 
the cable are plus value and are brought in on unused channels on 
a purely voluntary basis. 

For example, in Bartlesville, Okla., all of the public, including sub- 
scribers to the cable features, can still receive all of the regular pro- 
grams broadcast by the three Tulsa television stations. 

Subscribers to cable theater service, (called tele-movie in Bartles- 
ville) receive 26 feature movies per month, 
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These are the same movies that are currently showing at the thea- 
ters in Bartlesville, or which have but rece ently play ed there. 

These are not the type of movies of the pre-1940 vintage that are 
on commercial TV programs. The cable also carries special chil- 
dren’s matinees and some very fine educational films. Additional 
special features are now being planned for future presentation to the 
system’s subscribers. 

In this Bartlesville experiment, each subscriber pays $9.50 a month 
to view these programs on his home television receiver rather than go 
to the theater. Plans are now proceeding to install program metering 
equipment. Then those subscribers who prefer this method will be 
charged individually for each picture viewed in his home. There 
will be a minimum charge of $3.50 per month 

At present, there are approximately 600 subscribers connected to 
the cable. This represents approximately 13 percent of the homes 
in the area served by the system. There are some 4,700 homes, I 
may add. 

Bartlesville is now in its fifth month of operation. Financially, 
like most new businesses, it is still operating at a loss. However, re- 
sults are encouraging. Video Independent Theatres, the operator of 
the Bartlesville system, reports that each week new subscribers desire 
the service and are connected to the system. As the programing be- 
comes even more varied in its scope, it is expected that the rate of 
subscriber connections will accelerate. 

I might add the Video Independent Theaters own the local movie 
houses in Bartlesville, so in effect by putting these movies on the 
system are in competition with themselves and testing the box office 
at their movie of the desire of the public to watch the movies on their 
television sets in their homes. 

Mr. Acer. Have any of them folded ? 

Mr. Swarr. No. It is very important to note here that whereas the 
general opposition to pay television per se is extremely strong, oppo- 
sition both within and outside of Bartlesville toward the sy stem oper- 
ation there is practically nil. 

To my knowledge the strongest opposition has come from Senator 
Langer who conducted a survey and has reported he found there was 
an overwhelming eo in Bartlesville to this system. I have 
here a copy of the letter that the Senator sent to the people in con- 
ducting what was supposed to be a nonbiased survey. One of the 
paragraphs in this letter says: 

Personally and as a United States Senator I have been opposed to pay-as-you- 
see television because I believe it will ultimately result in poor people getting 
poorer programs while those who can afford to pay will get better programs. 

Then he asked for an unbiased survey of the people to get their 
views. I would like to submit that as part of this record. 

Mr. Wiuu1aMs. It will be inserted as part of the record, without 
objection. 

(The document referred to follows :) 


UNITED STATES SENATE, 
COMMITTER ON THE JUDICIARY, 
October 24, 1957. 
DEAR FRIEND: The October 14 issue of Life magazine carries an article telling 
about the 472 families in Bartlesville who are enjoying the rare privilege of 
paying cash to watch television in their own homes, and that these families 
are paying $9.50 a month for this pay-as-you-see television. 
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Personally and as a United States Senator I have been opposed to pay-as-you- 
see television, because I believe it will ultimately result in poor people getting 
poorer programs, while those who can afford to pay will get better programs. 

Sometimes these magazines do not tell the truth, but are mere propaganda 
sheets. As a member of the United States Senate Committee on Antitrust and 
Monopoly, I am writing directly to all of the heads of families in Bartlesville. 
rich and poor alike, in order to find out the real sentiment of the people of 
Bartlesville. Legardless of the results of this questionnaire, I will present 
them to the Antitrust and Monopoly Committee. You can sign the questionnaire 
or not, as you please, but I would like very much to have you vote either for 
or against, so that we can ascertain the real wishes of the people where they 
have tried out this pay-as-you-see television service. 

You can readily see how important your vote may be, and I shall appreciate 
your returning the enclosed postal card to me immediately because those 
received after November 4 may not be counted. You need not put a stamp on 
the card, as I shall pay the postage when it is received here. 

In addition, if you wish to write me a letter giving your views and suggestions 
on this new system, I shall be happy to hear from you. 

With kind regards, I am, 

Sincerely, 
WILLIAM LANGER. 

Mr. Swarr. This is true because a major segment of the public 
is being supplied with a new service and none of the public is being 
hurt. Who can justify opposition to a new business that operates in 
this fashion? Obviously, opposition will be generated by only those 
self-serving interests who would try to stop programs itself in order 
to prevent a new competitor from developing a business. 

Most leaders among the forces opposed to pay television recognize 
the basic difference between scrambled broadcasting and a cable the- 
ater type of operation. 

They have already gone on record as not being opposed to the estab- 
lishment of a programing service to the public via cable. For ex- 
ample, the Joint Committee on Toll Television (representing motion 
picture exhibitors) in its comments filed with the FCC on June 9, 1955, 
stated : 


The joint committee does not urge that subscription television per se is in- 
evitably against the public interest. For example, it is conceivable that a sub- 
scription television proposal to use existing common carrier facilities in a closed 
circuit type of operation would supplement rather than supplant existing tele- 
vision service, and might, therefore, reasonably be found to be in the public 
interest. 

These opinions have been echoed with variations by the Columbia 
Broadcasting System, American Broadcasting System, Broadcasting- 
Telecasting magazine, the National Association of Radio & Television 
Broadcasters and by others. 

TV Guide in their April 1956 issue editorialized that— 
the fee television enthusiasts establish a station and pipe their expensive pro- 
grams without putting them over the air into homes that have been especially 
wired to receive the pay television programs. 

Subscribers could accept or reject as many programs as they like. Such a 
test would be fair to all of us. It could be conducted without disrupting, even 
temporarily, our present TV reception. 

I might include for the record a statement of CBS that was filed 
with the Commission on July 8, 1957, Dr. Stanton was asked if there 
was any way in which he could see that the tests could be conducted 
without interfering with broadcasting. He said he could see no way 
by air. I would like to introduce into this record the testimony of 
CBS on this July 8 occasion. 
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Thus, even those among the most violent opponents of pay tele- 
vision speak out their opposition to scrambled broadcasting, but not 


against cable theater type of operations. Even they find reason to 
believe that a pay for television system via cable would be in the 
public interest. 


CONCLUSIONS 


Most of the confusion surrounding the subject of pay television 
and a great deal of opposition to the establishment of this new pro- 
graming service to the public would evaporate if the scrambled broad- 
vast issue were to be handled separately from the main subject of 
pay television. 

The simplest way to accomplish this is for the FCC to conduct an 
examination of the technical features of all the proposed scrambled 
broadcast systems. Such a study is within the province of the FCC’s 
normal functions, and will reveal beyond the shadow of a doubt that 
none of the proposed scrambled broadcast systems are workable. 

I might add under ordinary circumstances they draw the technical 
specifications for radio, AM, FM, television, black and white, and 
color, and microwave and so on. 

This would be another normal function that the FCC should do 
before tests are conducted. 

Once this issue is settled, there will be no need for any further gov- 
ernmental action. An entrepreneur also seeking to establish this new 
service for the public in any city would mainly seek local permission 
to construct a cable system and would then conduct his business on a 
local basis much as any purveyor of entertainment. 

The public now has the choice in the audio field of listening to either 
AM or FM radio for free, or to pay for its audio programing either 
by buying records or by subscribing to a wired music service. 

This has been going on for years without confusion, without fan- 
fare, without calls for congressional intervention. A pay video serv- 
ice would be but a new business venture that would succeed or fail 
depending upon its ability to serve the public in an economic fashion, 

I would like to state, to take a few seconds to state, this: At the 
present time with audio, most people have a radio set that has a record 
player. They throw the switch one way they hear the programs that 

come off the air. At their will they throw the switch in a different 
way and they put a record on and they have a pay audio service, a 
programing which is more to their liking at that particular time. This 
has not put any radio stations out of business or lost talent or ad- 


vertisers. 


Certainly it is conceivable to extend this same thing to video and 
think in the same way, that if you have a television set that had a 
switch if you throw it one way you pick up all the programs broad- 
cast through the air and throw it the other way and whatever other 
programing that man desires that is available on a cable system, it will 
in no way, shape, or form interfere with the other service and it is a 
plus value. I might also add that out in Hollywood there have been a 
number of improvements made in film and there is one company out 
there at this moment that is thinking seriously of putting out feature 
films—an hour and a half reel in a new type of magazine low cost 


projector 
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basis. This is just another form of entertainment in the home that 
could develop. 

But think in terms of just using the television screen itself for either 
of the air or for whatever the person wants to put on it. 

Surely it is the interest of Congress to assist in the development of 
an orderly expansion of industries that supply new services to the 
public. Conversely, I am certain it is not the desire of Congress to 
throw road blocks in the path of any worthy new enterprise. 

Therefore, I urge that this committee take only such action which 
may be required to separate the issue of scrambled broadcasting from 
the overall subject of pay television. 

lf this committee should decide to take firmer action in the form 
of recommended legislation designed to forestall or control pay tele 
vision, this action should refer only to the system of scrambled broad- 
easting that would usurp spectrum. Cable systems should be ex 
duded from such legislation, so that a new industry, designed to 
bring vital additional programing itno the homes of ‘America, can 
grow within the economic framework of our present free enterprise 
system. 

Mr. Witu1ams. Thank you very much, Mr. Shapp. Do I under. 
stand that your system is a closed circuit system that does not use 
the airwaves ? . 

Mr. Suarr. That is correct, sir. 

Mr. Witurams. Are there any questions, Mr. Flynt? 

Mr. Fiynt. Mr. Shapp, thank you for your statement which you 
presented in a remarkably short space of time. 

Is the Jerrould system the identical system being used at Bartles 
tille at the present time ? 

Mr. Suaprr. That is the system. We installed it in Bartlesville. 

Mr. Fiynvr. Did your company install that ? 

Mr. Suarr. That is correct. 

Mr. Fiynr. You may have set it out in your statement. If you 
lid I missed it. Approximately how much does that cost the sub 
seriber ? 

Mr. Suaprp. He pays nothing for a connection. He pays $9.50 at the 
present time for 26 pictures a month. 

Mr. Fiynt. $9.50 a month for 26 pictures. 

Mr. Suarr. That’s right. They are installing equipment which 
will have a 314 minimum which ‘will give 5 pictures for that and 
they plan 65 cents a picture on a selec tive basis for people who would 

want to watch more. 

Mr. Fiynr. This is a cable system that is wired directly into each 
home that subscribes to it. 

Mr. Suarp. That is correct. 

Mr. Frynr. Is this system capable of transmitting what is known 
as the wide-screen film. 

Mr. Suapp. Wide screen movies like CinemaScope? 

Mr. Fiynvt, Yes. 

Mr. Suarp. We have equipment there designed by general precision 
laboratory that compresses the wide screen which is of a different 
geometric formation so that it fits on a standard television set. 

Mr. Fiynr. Do you know of any widespread opposition to a con. 
tinuance or extension of the so-called Bartlesville system ? 
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Mr. Suarp. The problem is not opposition, so much, sir, as it is to 
examine what was necessary in Bartlesville to get this started. | 
made a statement before that technic: ally none of these unscrambled 
broadcast systems will work. Tomorrow if Congress or FCC should 
tell all the proponents of scrambled broadcasting you have our permis. 
sion to start full scale, no experiment or nothing, just go ahead ona 
full-scale operation, these companies would get on their knees and sa 
“Dear Lord, what do we do?” They don’t have equipment. They 
don’t have programing. That is the major thing to consider. Ou 
problem at Bartlesville and our problem of moving out of Bartlesville 
to other places now contemplated for further testing is that the peo- 
ple who have the film and the movies—new movies represents the larg- 
est mass of high-caliber entertainment that there is—they are not about 
to issue these movies indise riminately into various places to even test 
this concept. Bartlesville was chosen because it was necessary to get 
it started in an area where there was only one film exhibitor and “he 
was in on the deal so nobody got hurt. 

As we moved from there our major problem is to get the produet 
to put in these further tests. 

Mr. Fiynvr. You anticipated my next question which is, Are there 
present plans for carrying this system into other localities ? 

Mr. Swarr. Yes, they are. 

Mr. Fiynv. Has there been a constant increase in applications to 
the town for the system ? 

Mr. ee They started the system on Labor Day. 

Mr. Fuynr. Of 1957? 

Mr. Salley. Yes. They announced at that time that they would 
have free service for the month of September. They would charge 
then starting in October. Then Labor Day and October 30 they put 
on some 350 subscribers. During November when some people didn’t 
pay for the service they disconnec cted them and they got down to a low 
point, and around the middle of November of around 440, Since that 
time there has been a steady increase of 6 this week, 5 next week, and 
soon. Ona weekly basis there are more and more subscribers coming 
on to the system. They have built up to around 600 now. 

Mr. Fiynr. Is there any television reception in Bartlesville? 

Mr. Suarr. Yes, sir. There are three stations from the Tulsa area 
bringing in on regular television the full programing of NBC, CBS, 
and ‘ABC and anybody i in B: irtlesy ille who has a set and antenna on his 
roof receives those programs by régular means. 

Mr. Fiynt. Is the signal at ‘Bartlesville-strong ? 

Mr. Suarr. Yes. Bartlesv ille i is somewhat a rather medium signal 
area. The pictures are very clear 

Mr. Wiu1ams. Mr. Younger? 

Mr. Youncer. Is this the same system that is used by Skiatron when 
they mention their wire system ? 

Mr. Snapp. Skiatron will eventually come around to a coaxial cable 
like we are using. This is the type of cable [holding up] that is strung 
in Bartlesville. They started out by what they called an inexpensive 
open-wired system. “This would offer another very inferior service. 
It would be subject to all kinds of interference, from radiotelephone, 
police radio, and so on. The telephone company advised them that 
they would not permit any system of that sort to be installed on their 
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poles. They are thinking in terms of this type of cable and when and 
if Skiatron does get in this operation I feel certain it will be the same 
cable. The difference between our system and theirs is the method of 
collection at the consumer’s set. 

Mr. Aucer. The Skiatron picture comes through the air. Only 
the audio comes through the wire. 

Mr. Youncer. No. You have Teleglobe mixed with Skiatron. 

Mr. Arcer. Excuse me. I am wrong. 

Mr. Suaprp. It is a difficult subject. I am still confused and I have 
been in it for 3% years. 

Mr. Youneer. Is there a patent connected with your work ? 

Mr. Suarr. No. 

Mr. Youncer. The cable is not a patented article and any com- 
panies desiring a wired closed-circuit television could use that cable. 

Mr. Suarp. That’s right. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. Wiuu1ams. Mr. Avery? 

Mr. Avery. Just one question. 

You touched on the thing partly, Mr. Shapp. This Jerrold Co. 
owns this cable and mechanically or manually hangs its own leased 
poles from the telephone company. 

Mr. Snapp. No, sir. 

Mr. Avery. I am interested what other public service company 
might be involved here. I have heard some rather startling reports 
on that aspect. 

Mr. Suarr. I would like to clarify the situation. The growth of 
this cable system for pay programing is a development of the com- 
munity antenna system industry. There are many communities 
throughout the country that cannot receive regular television. They 
are blocked off by ae or too far away or something of pore 
sort. During the last 7 years, starting at the end of 1950, there wa 
a development to put pel coe is on top of mountains or build 600- or 
700-foot towers and connect everybody in the community to this 1 
antenna. There are some 400,000 to 450,000 families in the United 
States today living in fringe areas that get their television in this 
fashion by paying a connection charge or a small monthly fee to the 
operator of the sy vstem. We of this c ommunity business have antenna 
attachment right contracts with the telephone and power companies 
wherein we go on their poles and install our own cables. 

We pay so much a year for the use of these poles to the telephone 
company for that service. In Bartlesville the telephone company, 
Southwest Bell of A. T. & T., was reluctant to see a business of this sort 
start in this fashion whereby they relinquish space on their poles for 
establishing a cable system. Instead they worked out a different type 
of contract wherein the system was installed. We worked together 
with the Video Independent Theaters down there and installed the 
system. Then the phone company, Southwest Bell, purchased the 
system and in turn leased it back for service to Video Independent 
Theaters. 

Mr. Avery. Then you would have to confine your distribution to 
where the telephone company uses poles as contrasted to cable. What 
do you do when they go underground ? 
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Mr. Suarp. We have never installed any systems underground on 
the community antenna system type. The phone company has con- 
duits underground and they are studying the problem at this moment 
as to what it would cost to run through their conduits for this type 
of service. 

I met with the people of Pacific Telephone & Telegraph on several 
occasions in the past year on the San Francisco problem. 

Mr. Avery. Just to make this brief, I summed it up correctly in the 
area in Bartlesville where you have this system in operation you have 
confined it to where the telephone company is all on top of the ground. 

Mr. Suaprr. That’s right. They have no underground system in 
Bartlesville. 

Mr. Avery. That is all, Mr. Chairman. 

Mr. Wuu1aMs. Mr. Alger? 

Mr. Aucer. Mr. Shapp, I believe if I read Dr. Stanton’s statement 
correctly and I have it here on page 3, thinking of your statement on 
page 10, in which you said with variations there was little disagree- 
ment with CBS in your viewpoint, this is what Dr. Stanton says: “It 
will have the same injurious effects on free television as will over the 
air pay television” referring to closed circuit television. Apparently 
he doesn’t share your viewpoint or I misunderstand him, unless you 
want to put something in the record that CBS is not disapproving 
what you said. 

Mr. Swarr. My comment before was strictly on the fact that CBS 
has and can have no objection, as Dr. Stanton said, to a service of this 
sort coming in on cable because then it does not blank out any of their 
channels that he was afraid of. 

It does not deprive any people of the right to watch their program 
even during the prime evening hours. This is an additive service. I 
presume what Dr. Stanton is referring to in the other part is his fear 
wane, Ore started pay TV would take away the talent from his net- 
works. 

I am not one to argue with Dr. Stanton. He has been in the broad- 
casting business a long time. 

Frankly, in my opinion that is a very fallacious argument. 

I don’t think that once this thing got started we would take the 
some programs because frankly even from a public relations stand- 
point you can’t go around ar try to sell programs that the public 
has been getting for free for a long time. 

There are enough types of programs that are not on television that 
would support this type of a service. When the networks and broad- 
casters claim that the people would be so anxious for a pay service 
of this sort that they would rather pay for their carers than to 
get what they have free, what they are saying is that the programing 
they have to offer is not of a quality even on a free basis to compete with 
programings for which there would be a charge. 

Mr. Auger. I follow your logic, Mr. Shapp. I am not taking issue 
with you. I merely point out on page 8, and 9 of your testimony you 
say “reasonably been to be in the public interest” speaking of wire 
circuit. That is your view of what CBS feels about it. 

Dr. Stanton says “injurious effects.” It is just a completely differ- 
ent viewpoint. I just wanted you to know that in case you had over- 
looked what he had said to us. 

Mr. Suarr. I can only again read what CBS wrote. 
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Mr. Atcer. That is what I am asking you because if you want to get 
this in the record now is your chance because Dr. Stanton made a posi- 
tive argument that wired closed circuit pay TV would have the same 
injurious effects on free TV as would over the air pay TV. 

Mr. Suarr. Let me say this again. I will read this from the CBS 
submission to the Federal Communications Commission of July 8, 
1957. I will read the whole thing starting on page 8. 

The results of closed circuit operations which are about to be undertaken 
should be observed. Despite the statements to the Commission by all the pro- 
ponents that it is not economically feasible to operate pay television by means 
of wire it is now clear that Skiatron and Telemeter are planning to institute 
such operations in the immediate future. 

Skiatron has already selected Los Angeles and San Francisco as its initial 
markets. Just last week its application for a closed circuit franchise in Los 
Angeles was approved by the board of public utilities and transportation in that 
city. It is reported that Skiatron has already installed one mile of cable in 
Los Angeles. Telemeter stated it also intends to apply for a franchise in that 
city and other areas. The other companies are about to commence closed 
circuit operations in a host of communities large and small. We do not and 
eannot oppose the introduction of these wire services. Although they will com- 
pete with broadcasters they will not use public areas now dedicated to free tele- 


vision. 

They may provide much of the data as to the operation of a pay system 
which the Commission now seeks. If it be assumed that actual operations must 
be observed in order to answer the public interest question, we believe that the 
data should be obtained in a manner which would involve no blackout or free 
television service or encouragement by the commission of large investments. 

The advent of a wire service provides another reason for not authorizing trial 
demonstrations at this time. 


Then he goes on. 

Mr. Atcrer. Thank you. 

Mr. Suapp. I can leave a copy of this with the committee if you 
desire. 

Mr. Atcer. We already have it. 

Mr. Witx1ams. Mr. Shapp, in your Bartlesv ille operation do you 
carry any advertising ? 

Mr. Siar. There is no adv ertising whatsoever, sir. 

Mr. Wiu1aMs. Ultimately does your system contemplate the use 
of advertising ? 

Mr. Suapp. I do not think so. I think one of the real problems or 
real points of interest to the public is to be able to sit down and watch 
a movie straight through for an hour or an hour and a half or to listen 
to a concert for a period of time without being interrupted. I do not 
believe that it would be a good public service to have advertising on 
this type of programing. I think it is one of its cardinal selling points. 
That is not to say that if this thing got going—I want to be perfectly 
frank about it—that there might not be advertising just like there is 
in the movies, at the beginning of a program or at ‘the end. But cer- 

tainly nothing to interrupt the programing. 

The Cuamman. Mr. Shapp, I am very much interested in your pre- 
sentation here even though it is a little afield from the hearings that 
we have underway whic h deal with wireless pay TV. Weare ‘not in 
these hearings developing the question of wire T'V and so forth even 
though it has come up several times. I have known of the Bartleville 
experiment for some time, and I have heard a good many comments 
about it. I understand from your presentation here you feel that it 
is fairly successful thus far ? 
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Mr. Suaprp. I think it is starting to get some information in the 
form of background as to what type of programing can be put together 
in packages that will induce the public to want this type of service, 
I would like to ask a question, sir. Do I take it from your first com- 
ment that you separate wire television from the scrambled broad- 
casting ? 

The Cuarrman. Yes. I do for the purpose of the hearings and for 
the purpose of the consideration of the issue now. As a “matter of 
fact, I am not sure we have any authority over the so-called wire TV 
so long as it is an intrastate oper ation. 

Mr. Snapp. I think the main importance of the wire development, 
sir, is the fact that it shows that the use of spectrum is not necessary 
to accomplish the purpose that all the proponents of the pay television 
service have propounded. You can put this same high quality pro- 
graming into the homes by a different method that is just economical— 
in fact more economical in many cases—the scrambled broadcasting, 

The Cuarman. Do you use some of these national programs? 

Mr. Suapp. None whatsoever. 

The CuarrMan. Do you use films mostly ? 

Mr, Sarr. It is new movies that are being shown currently with 
the pictures that are shown at the local theater houses. It is some 

special children programing that they have arranged for matinees, 

hey are making : arrangements with several of the encyclopedias who 
have film libraries for us in this programing. 

The Cuatrman. In other words, you take nothing off the air. 

Mr. Suapr. Nothing is deleted. E verything isa plus value. 

The CramMan. There is nothing in interstate commerce as far 
as your operations are concerned unless it would be considered that 
the films that you receive come in interstate commerce? 

Mr. Suapr. That is correct. 

The CuarrMan. It presents a very touchy problem, I think, with 
reference to the legal authority that the Congress might have with 
respect to that kind of operation. However, should you contemplate 
ultimately, if this test proves that it isa workable program, expanding 
it into a nationwide operation so you could get these special programs— 
or maybe you are not interested in them—sports and national affairs 
of various ‘kinds, then that would have to be piped from various places 
in thec ountry. 

Mr. Sapp. I foresee a need in the future for just such a service 
of a microwave tie-in of these various communities that would have 
their own cable systems. 

For example, let us take the Robinson-Basilio fights—the one they 
had and the one coming up—instead of taking and piping that pro- 
gram into a theater and ‘charging $3, $4, and $5 a set as they are doing, 
they could put it into the homes over one of these cable systems and 
there buy for a much lower charge, 50 cents, 75 cents or a dollar ina 
home of a much greater gate and the people would see the fight at a 
much lower price. 

The CHatrman. You contemplate that there might have to be some 
Federal legislation on it sooner or later if it does expand to that 
degree ? 

Mr. Srapp. I don’t expect that there is any need for it. My main 
desire is to present this case in such a way that I can show that there 
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isno need for it so we can develop a business without any harrassment. 

The CHAIRMAN. On the other hand I can see where there would be 
vast opportunities to make exorbitant money out of it, too. 

Mr. Suaprr. Only for presenting a service to the public that they 
want, the same as any other business. 

The Cuarrman. You mean you should be free to charge whatever 
you might be able to get out of it? 

Mr. Suarp. No, I don’t think you can run any business that way, 
sir. I take issue with the $470 that the prev ious gentlemen used as 
asum of money that will be taken from the American pockets in each 
home to pay for this. What we are charging in Bartlesville is $9.50 
a month and that comes to a little over $100 a year. I think as this 
thing grows in bigger cities the cost per subseriber will be well under 
that per month. 

The Cuamman. But you are not getting such programs as the world 
series and some of the big stars to ‘whom you have to pay exorbitant 
fees. 

Mr. Suarr. This is correct. To get this type of thing you have to 
pay big fees. Then that becomes a ‘cost of operation. Whatever you 
charge - your subscribers is not all profit. There is a lot of cost to this 
operation the same as any other business. 

The CuarkMan. That is true. But you are operating what is in the 
nature of a utility, aren’t you ¢ 

Mr. Sapp. I would iike to differentiate in answering that question. 
There is one part of it that definitely falls in that category and that 
is the cable itself, especially under the arrangements that I described 
before where it is a lease service from the phone company. But _ 
rest of it is an entertainment service. You are operating just like 
movie. You would not call a theater owner who owns all the movie 
houses in a town a utility operation. Nor would you call a broad- 
easter who has the only radio station or the only television station in 
an area a utility. 

The Cuarrman. If you charge, it would have to be. 

Mr. Suarp. Movies charge. 

The CuatrMan. I know, but you have to go tothe movie house. You 
don’t bring it into your home. It is not a service. It is an entertain- 
ment you can seek. 

Mr. Suapp. You can buy milk in a store or have it delivered to your 
home. The advantage to this service is the very fact that the Ameri- 
can public wants to be entertained in their homes. They have moved 
to the outskirts. They have lost their parents for baby sitters. 

The Cnarrman. It is too hard to get a parking place ? 

Mr. Swarr. Yes, it is. 

The Cuamman. Thank you very much. 

Mr. Wiiu1AMs. I have one more question I would like to ask. Do 
you oppose or support the so-called first report of FCC? That is, 
these field tests that they have authorized on a limited and experi- 
mental basis. 

Mr. Suapr. In our submission to the FCC last July, sir, we took this 
position. First, we said it was not necessary because the data that 
they were trying to get could be gotten over the cable systems. 

Secondly, however, we urge that the FCC go ahead and go into 
operation on these tests because frankly the biggest drawback to the 
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whole development of this added programing service has been the con. 
fusion generated by the scrambled broadcast station. 

I am firmly convinced that when and if, or if ever the scrambled 
broadcasters are given permission to go ahead, they will just collapse 
of their own weight. The systems will not work from an economic 
or technical standpoint. 

It will collapse. All this bugaboo how it will destroy commercial 
broadcasting will evaporate as soon as put to the test and it will be 
exposed to the public that they don’t have anything. 

Mr. Witu1aMs. I take it you support the field trials? 

Mr. Suaprp. Yes, sir, I would like to see them out of the way. It is 
strange for somebody who has a competitive system to say he wants 
something tried but I feel it will clear the air. 

Mr. Axcer. Relative to what the gentleman from Arkansas was 
questioning, you say the operator is the Independent Theater System} 

Mr. Suapp. Yes, sir. 

Mr. Auger. In other words, it is the movie people themselves who 
are bringing these movies into the home. 

Mr. Suapp. Yes, sir. 

Mr. Aucer. Are they suffering terribly in the local movie houses? 

Mr. Suarr. No. The figures are very interesting. Their business 
like almost all movie houses has been falling off during the past year, 
Video Independent Theaters operate roughly 150 theaters throughout 
the Southwest. In 1957 their attendance for their theater network 
was down 22 percent. Their attendance in Bartlesville was about 
22.8 percent. 

Mr. Aucer. It is about the same. They have picked up plus business 
with the use of films. 

Mr. Suapp. That’s right. 

Mr. Aucer. How can they afford these films since they are first-run 
films ¢ 

Mr. Snapp. In Bartlesville the arrangements with the producers 
didn’t care. They wanted to test this and they were not interested 
in any specific arrangements for these films or for the payment of 
films. They wanted this test data, so it has yet to be worked out 
how they are going to pay for these films. 

Mr. Axcer. Could it be that the movie house is getting into the 
business, could be a little like the network television getting into pay 
TV to protect themselves in a new field? 

Mr. Suarp. Yes, sir. We have strongly advocated to all the movie 
operators and I appeared before the TOA convention last November 
and addressed them, that this is the business they should get into. And 
the American public has gotten out of the habit of getting out of their 
homes to go to a theater. Like any other business when you find the 
public wants to be served in a different fashion you establish a different 
type of business. The cable carries the pictures from a central projec- 
tion booth out to the home where the people want to be entertained. 





This is a salvation of the motion picture exhibitor business and we are 
trying to work with them all over the country. 

The Cuatrman. Thank you very much. We are very glad to have 
your very interesting presentation. 

Mr. Suapr. Thank you, sir. 

The Cramman. May I ask Mrs. McCartney if she will come around. 

Mrs. McCartney, I understand you will take just a few minutes. 
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STATEMENT OF MRS. SAMUEL J. McCARTNEY, CHAIRMAN, 
COMMUNICATIONS DEPARTMENT, GENERAL FEDERATION OF 
WOMEN’S CLUBS 


Mrs. McCartney. Yes. 

The CuarrMan. Will you identify yourself for the record ? 

Mrs. McCartney. Mr. Chairman, and gentlemen, I am Mrs. Samuel 
J. McCartney, chairman of the communications department of the 
General an ‘ation of Women’s Clubs. 

There are about 214 million women connected with the general fed- 
eration. ‘That j is 214 million in this country and 214 million in coun- 
tries abroad. 

The Cuarrman. What is your address or the address of your federa- 
tion ? 

Mrs. McCartney. 1734 N Street NW., Washington, D. C. 

The CuarrmMan. Very well, Mrs. McCartney. 

Mrs. McCartney. May I thank you, Mr. Chairman, for the privilege 
of appearing here? It is my duty as chairman of the communications 
department to appear before clubs, before the groups of the women of 
over 15,000 clubs, and to present to them the position of the general 
federation on matters of this kind. 

May I say that the consideration of the best interest of the greatest 
number of people has always been of paramount importance to the 
general federation. 

Television vitally affects the interests of all the general public and 
so this resolution was presented by me at the convention on June 5, 
1957, held in Asheville: 


Resolved, That the General Federation of Women’s Clubs in convention assem- 
bled June 1957, urges the Congress of the United States and/or governmental 
agencies when evaluating and licensing any development in the use of television 
to keep in the forefront of their thinking the necessity of assuring a freedom of 
choice in the selection of programs while at the same time insuring the main- 
tenance of free television service as it now exists. And further, improvement 
of such television service for all our people. 

As proposer of that resolution, after 2 years’ study I wish to state 
that it was proposed to protect free television as being in the best in- 
terests of the majority of the people. I am confident that with the 
advent of pay television the great mass of television owners would 
suffer either by not being able to pay for the programs or by receiving 
mediocre programs on free television. 

Many of the State federations have passed resolutions against pay 
TV. In others the States have not convened as yet in their convention, 
and the individual clubs have passed resolutions against pay television. 

I am being asked by these groups of women before whom I appear, 
why seven men have the authority to sell our last free natural resource, 
the free air, the only thing seemingly that we have free. 

I can’t answer them. I do know that the great majority would like 
the decision to be made by Congress where they have re present ation, 
where their voice can be heard. My concern is for the low-income 
families who in all good faith bought or still are buying th “Ir tele- 
vision sets expecting that all programs would be free, that the only 
cost to them would be the monthly payments and repairs. 

Mr. Chairman, I believe we are breaking faith with these people 
if we take away even a short period of any day from the free chan- 
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nels. I consider it a great privilege to appear in behalf of free tele. 
vision and against toll television. 

The Cuarrman. Thank you very much, Mrs. McCartney, for your 
very fine and forthright statement of the position of the federation ‘that 
you represent here tod: Ly. 

Certainly the views of the women and mothers and those who run 
the households of this country should be considered in connection 
with this problem. 

Are there any questions ? 

Mr. Youncer. Yes; I have just one. 

Would your federation have any objection to testing out the sub. 
scription television on the UHF channels when all the free television 
is still available to them ? 

Mrs. McCarrney. They have this objection as stated by many 
clubs. I have heard them say that they feel that a test of pay telev- 
sion would be—and I am speaking for the young mothers who would 
put it this way—like the Fuller Brush man getting his foot in the 
door. You might as well let him in. 

Mr. Youncer. You mean you would object ? 

Mrs. McCartney. Yes; they do. 

Mr. Youncer. Even on the wire? 

Mrs. McCarrnery. Yes, they do; on the wired-in. 

Mr. Youncer. Yes. 

Mrs. McCartney. Are you talking about the Bartlesville experi- 
ment now / 

Mr. Youncer. Yes; I was talking about all systems. Your state- 
ment does not show at all that you would object to a test, if it did not 
interfere with the present channels. 

Mrs. McCarrney. My statement, as I read it, so stated. You asked 
me a question and I said I hear the women say in their clubs that it is 
just like the Fuller Brush man getting his foot in the door. Once you 
give them the test, they are in. 

Mr. Younger. You have no objection to the wire system ? 

Mrs. McCarrney. We have not objected to the wire system, no; 
because it doesn’t take any free television away and most of the par- 
ents of both these—the young parents—for the entertainment of 
their children and they feel they cannot afford to pay more for the 
programs. 

Mr. Youncer. That is all, Mr. Chairman. 

Mrs. McCartney. Thank you so much. 

The Cuarrman. Thank you very much. We are very glad to have 
had your presentation. 

Mrs. Milligan ? 





STATEMENT OF MRS. HAROLD MILLIGAN, SECRETARY, AMERICAN 
MOTHERS COMMITTEE, INC. 


Mrs. Mituigan. Thank you, Mr, Chairman; Iam Mrs, Harold Milli- 
gan, secretary of the American Mothers Committee, Inc. 

The Crarman. Who is the American Mothers Committee? 

Mrs. Mituican. The American Mothers Committee is really a cross 
section, I would say, of the United Church Women. We are con- 
cerned with the American home. Almost all of our leaders are wives 
of ministers or rabbis, but we have many Catholics in our groups. 


You 
mothe 
yariol 

Mr. 

Mr: 
with 1 
5,000 

The 
tion. 

Mr: 
the W 
tried 
asked 
think 

Ev 
pay-2 

wear 

Hav 
Your | 
are ay 
a dev: 

in the 
If s 
WISS1C 
ance f 

I \ 
atten 
cerne 
of th 
percl 
rhyn 
horse 

It 
ask 1 

Th 
state 

Mi 

Th 
supp 
is re 
shou 
mad 

M 

-— 

man 

to u 

and 

and 
take 
T 
fide 
fine. 
M 
sine 
hear 





sub- 
IsIOn 


lany 
leyi- 
ould 
the 


er 


Fate- 
not 


sked 
it 1s 
you 


no: 
par- 
of 
the 


AN 


illi- 


ross 
“On- 
ives 


SUBSCRIPTION TELEVISION 477 


You may have heard that we do very definitely encourage the career 
motherhood by having our American Mother and the mothers of the 
yarious States. 

Mr. Fiynr. How many members belong to your organization ? 

Mrs. Minuican. All of the organizations in the country cooperate 
with us on the State basis but we value our own membership of about 
5,000 direct committee members. 

The CuHarrMan. Very well, you may proceed with your presenta- 
tion. 

Mrs. Minuican, Our group is concerned with the free air, not with 
the wired service, because we are afraid very definitely and we have 
tried through our publications, and as their representative I was 
asked to write for the United Church Women on this subject and I 
think we have demonstrated that there is a very keen interest. 

Even in this last month in our bulletin we have a little article on 
pay-as-you-see television which I would like to leave with you, which 
weare bringing again to the attention of our people. 

Have you been studying this issue? It is mighty important to all of us. 
Your home and homes of the 125 million persons who regularly watch television 
are apt to be not only a castle but a box office. You may have to pay to install 
a device to obtain subscription TV and then put from a 25-cent piece to $2 
in the box before you can view your favorite TV program. 

If subscription TV should be granted by the Federal Communications Com- 
mission there are many pros and cons. The controversial issue may need guid- 
ance from Congress or even the Supreme Court. 


I will not finish the rest of it, but what I want to bring to your 
attention is that we, as the mothers in the homes of this country con- 
cerned with the young mothers, look to Congress to protect the rights 


of the American home. We feel in this particular interest that if 
perchance you granted this test that it might be like the old nursery 
thyme, the Humpty Dumpty who fell off the wall and all the king's 
horses and all the king’s men could not put him together again. 

I think that is all I need to say to you unless you have questions to 
ask me. 

The Cuairman. Thank you very much, Mrs. Milligan, for your 
statement here presenting the views of your organization. 

Mrs. Mitrican. Thank you. 

The CHarrman. You have been considering this for a long time, I 
suppose, and feel that to do away with the present system “of what 
is referred to as free TV and change the policy in going to pay TV 
should require the attention of Congress before any such change is 
made and Congress should authorize it. 

Mrs. Minuicax. That is our opinion. We feel very strongly about 
it. May I say I personally have been interested in this for a great 
many years and 1 have received all the material that has been sent 
tous and we have been deluged with it from the paid TV people 
and we have read it carefully. We have discussed it in our groups, 
and it is our considered judgment that we would like Congress to 
take an interest in this on our behalf. 

The Cuatrman. We do appreciate your compliment and the con- 
fidence you have expressed in Congress. We do not often hear such 
fine complime nts from or ganizi itions such as yours. 

Mrs, Mrriican. I would like to add that I felt very encouraged 
since I have been in here today by the intelligent questions I have 
heard our Representatives ask. 
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The Cuarrman. Thank you very much. 

Mr. Youncer. I would like to ask, are we to understand that our 
organization endorses all the advertising that comes over the TV 

Mrs. Mitrican. No; but we have made ours very well known ty 
many of the people in the television and radio departments. We hay 
helped work on the code. When they fall short of it, as they hay 
recently, we remind them of it. 

There is the old expression, “We do not want to toss out the baby 
with the bath water.” 

Mr. Youncer. As far as the advertising is concerned, you wer 
before us a couple of years ago in opposition to the advertising that 
appears. 

Mrs. Miuxigan. I think we have done some studying along that 
line. While there is some of it we do object to, I feel on the othe 
hand as a consumer, and we are concerned with the budget in the 
home, that many of the items that have been heavily advertised hay 
been reduced in price because of the larger values that they have been 
able to give to the public by mass production. 

I am aged enough to remember when an electric light cost a great 
deal of money. I also can remember when oranges were really a very 
valuable thing. I am afraid since the deep freeze they are going to 
be again. 

Nevertheless, we have seen what advertising has done to reduce the 
cost and we will accept the slight irritation that comes in view of 
the fact that it helps our budgets. 

Mr. Youncer. I just wanted to make sure that you were not en 
dorsing either the advertising or the murder stories for the children, 

Mrs. Miuuican. I think all of us have been deeply concerned and 
have expressed ourselves and will continue to express ourselves. One 
of the best ways we can do it is not to buy the products of some of thes 
people that present us some very inferior advertising. 

Mr. Youncer. That is all I want to know. Whether or not your 
organization went all the way down the line as your testimony 
would indicate. 

Mrs. Minxican. No, sir, we do not go down the line. We do not 
have—at least I do not personally and most of the members of our 
executive committee—have no stock in any of the companies. We are 
more concerned about the American home than anything else. 

We would like to see the advertising improve and possibly we can 
be effective in that area. We know that once we get over into this pay 
TV there will be many homes of families that will neglect the chil 
dren’s teeth, that will do things unfortunately that are essential for 
the home just to maintain that entertainment. We look at it ins 
very long-range point of view. 

Mr. Atcrr. Mrs. Milligan, you partly answered this question. What 
kind of reception is the salesman for pay TV going to get in your 
home and the homes of other women when he comes to make the 
sale and that is what he will have to do before they even have this 
test ? 

Mrs. Minzican. We are a cross section of women. We are rich 
and poor, more medium class than anything else. I think it will de 
pend on the economics. We have people that will be able to afford 
it. We will have many that will stop and think a long time before 
they will consider it. 
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The CuarrMan. Thank you very much. 

Mrs. Mintiean. You are very welcome. 

The Cuarrman. Mrs. Hurley, could we have your statement? 
Would you identify yourself for the record ? 


STATEMENT OF MRS. MARIE HURLEY, NATIONAL LEGISLATION 
CHAIRMAN, NATIONAL FEDERATION OF MUSIC CLUBS 


Mrs. Hurtey. Mr. Chairman and members of the committee: My 
name is Marie A. Hurley. I am the national legislation chairman 
of the National Federation of Music Clubs, which means that in each 
State of our 48 and the District of Columbia there is a State legislation 
chairman. I also have an advisory committee composed of three 
women, Mrs. McGinnis of Portland, Oreg., Mrs. McNutt of Miami, 
Fla. 

The National Federation of Music Clubs was granted a congressional 
charter August 1, 1956. It is nonpolitical, nonsectarian. It is a 
philanthropic, educational, cultural organization in which no officer, 
department or committee chairman receives remuneration for services 
rendered. 

The National Federation of Music Clubs was founded January 26, 
1898, thus this year, 1958, marks its 60th anniversary. Currently the 
membership, which includes men, women and children, of the National 
Federation of Music Clubs is approximately 600,000. Included in the 
membership sre musicians, teachers, composers, concert artists, stu- 
dents, choral aud symphonic societies and clubs throughout the 48 
States and the District of Columbia. 

The goal of the National Federation of Music Clubs has been and 
is to raise musical standards and to promote the composers, young 
artists and musica] youth of America. For many years the National 
Federation of Music Clubs has supported legislation for the pro- 
motion of music and arts in America. Currently the legislative in- 
terest is the jukebox bill, three cabaret bills, the establishment of a 
Federal advisory commission on the arts, and pay versus free tele- 
vision. 

With regard to the matter of pay versus free television, on April 
97, 1956, I ‘testified on behalf of the entire membership of the national 
federation before the Senate Committee on Interstate and Foreign 
Commerce in support of free television. At that time I made the 
following statements: 


The national federation is opposed to pay television because of the unneces- 
sary financial burden it would place on the American public and because pay 
television would require that televiewers be charged for the programs they 
have been and are now under the system of free television enjoying free of 
charge. 

Further, the organization considers that pay television would be most discrim- 
inatory since it would be available only to those televiewers who could afford 
to pay the required fee and that pay television would in time jeopardize the 
scope and the quality of news and public-service programing. 

Because free television has provided and is providing valuable information 
and entertainment that socially and economically is within the reach of the 
average American through the best possible coverage of subjects such as poli- 
ties, arts, music, news, and drama, the national federation favors the continu- 
ance of free television and the federation realizes that the best in free television 
is yet to come. The system of free television under which every American 
can watch television as much as he wants free of charge serves the best interests 
of the American public and thereby justifies its continuance and expansion. 
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Not to be ignored is the significant influence free television will, as it gains 
in age and wisdom, exert in the promotion of the educational and cultural life 
of America. 

The position of the national federation since the time of my ap. 
pearance before the Senate Committee on Interstate and Foreign 
Commerce in April 1956 has not changed. As a matter of fact, ] 
am testifying today as I did nearly 2 years ago in favor of free tele. 
vision at the request of the president of the National Federation of 
Music Clubs, who currently is making a lecture tour through the 
Midwest. 

Still further evidence of the continued support of free television 
by our organization is the fact that on August 26, 1957, the national 
board of directors, comprised of duly authorized representatives of 
the 48 States and the District of Columbia, at the annual meeting in 
Albuquerque, N. Mex., voted to support the bill H. R. 586 introduced 
in the Congress last year by Representative Celler to prohibit the 
charging of a fee to view telecasts in the home. 

Now, Mr. Chairman, the membership of our organization has been 
greatly concerned since proponents of pay television requested author- 
ization from the FCC to conduct an experiment in pay television. 
The membership is hopeful, however, that such authorization will be 
denied for it realizes that such an experiment would prove mighty 
costly for the promoters getting the project underway and the par- 
ticipating public as well. 

Further, because the expenditure of funds for such a project would 
be heavy, any withdrawal, regardless of the results of the experiment, 
would be impossible. Thus would pay television be here to stay, 
Then, too, the membership of our organization knows that a pay tele- 
vision test would not prove that the public would realize in program- 
ing anything significantly different from that which has been realized 
in the past and what is being realized at the present time. 

What such a test would prove, however, is that the proponents of 
pay television had reached a sizable financial profit through the forced 
support of a minority of televiewers. The national federation con- 
siders music an integral part of the American way of life. The na- 
tional federation likewise considers free television an integral part of 
the American way of life and concurs with President Eisenhower's 
statement as to what he considers the aim of free television: 

To inform the people fully, fairly, and freely, to hearten their support with 
healthy entertainment, to encourage in every possible way aspirations toward 
a better state for all mankind. 

The National Federation of Music Clubs supported free television in 
1956. The national federation supports free television in 1958 and 
the reason, the national federation believes in free television in a free 
nation for a free people. 

On behalf of the entire membership of the National Federation of 
Music Clubs, therefore, I strongly urge that you, the representatives 
of the American people in the Congress of the United States, oppose 
any and all deterrents to free television and support to the fullest 
extent possible the continuance and expansion of free television so 
that in the future, as in the past, free television will be at the free dis- 
posal of all Americans all of the time. 
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Thank you, Mr. Chairman, for the privilege to present the views of 
the organization I am privileged to represent. 

The Cuarrman. Thank you very much, Mrs. Hurley. 

If there are no questions, we are very glad to have had your state- 
ment. 

Mr. Kuyper, I understand you were very anxious to get your testi- 
mony today as it would be difficult for you to be here tomorrow. 


STATEMENT OF GEORGE A. KUYPER, MANAGER, CHICAGO 
SYMPHONY ORCHESTRA 


Mr. Kuyper. I appreciate that. I am George A. Kuyper, manager 
of the Chicago Symphony Orchestra. I have prepared a statement 
which is now being processed and I hope shortly to have it for distribu- 
tion for the record of the committee. 

The Cuarrman. You may provide copies of your statement and it 
will be included in the record along with your presentation here. 

Mr. Kuyrrer. Thank you. 

(Mr. Kuyper’s prepared statement follows :) 


STATEMENT OF GEORGE A, KUYPER, MANAGER, CHICAGO SYMPHONY ORCHESTRA, 
CHuIicaao, ILL. 


My name is George A. Kuyper and I am manager of the Chicago Symphony 
Orchestra. 

My interest in subscription television is based on the following factors: 

1. Television, as it has operated in the past 10 years, has failed to present to 
the public the great symphony orchestras, opera companies, and other fine 
musical organizations. 

2. There are millions of Americans who love serious music who would be 
happy to pay to hear it, but who will never be able to experience it on TV un- 
less We have a subscription system. 

3. Every great musical organization in America today operates at a deficit, 
which must be made up by public subscription. If these organizations are pre- 
sented on subscription television, the resulting revenues will make it possible 
to operate without deficits and to finance a great growth in the development 
of American music. 

4. At present, there is a very limited opportunity for encouraging our Ameri- 
ean composers, mainly because of the financial situation of our musical organi- 
zations. Subscription TV will afford these creative talents greater opportunity 
to be heard. 

'V FAILURE TO PRESENT FINE MUSIC 


At no time in the past 10 years has any television network presented a full 
length concert by a fully manned symphony orchestra. In 1956-57, for example, 
the networks gave more time each week to quiz and audience participation shows 
than they gave to fine music during the entire season. I suspect the same thing 
is presently true of westerns and mysteries. 

To the best of my knowledge, the Chicago Symphony Orchestra is the only 
such organization to have ever had a regular weekly television schedule. For 
several years, we presented 20 concerts a season in Chicago; this has been re- 
duced for the current season to 4. 

I wish to emphasize that these presentations bear little resemblance to a 
regular symphony concert. Because of the advertisers inability to pay the high 
costs involved, we were able to use only 60 percent of our personnel, and, in the 
scheduled hour program, to actually present a maximum of only 46 minutes 
of music. At no time were we able to present the world-famed guest conductors 
and solo artists in the way they are featured in our full-length concerts at 
Orchestra Hall. 

In 10 years of sponsored broadcasting, the networks have televised a Metro- 
politan Opera just three times. The last time was in 1950. Since then, there 
has been no full-length presentation of any opera by any leading company. 
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NBC has organized its own opera company which, in the past 2 seasons, hag 
presented a total of about 18 hours of operatic production, including all of the 
time devoted to commercials, promotion of color TV, ete. This company has not 
presented a single uncut performance of any well-known opera. 

As a further example of how the networks treat serious music: Early last 
season, an 18-minute duet by Maria Callas and George London caused a drop 
in Ed Sullivan’s rating. He reacted by a drastic cut in subsequent operatic “ex- 
cerpts.” Renata Tebaldi was presented for only 4 minutes and the final sched- 
uled operatic excerpt was canceled completely. 

A short time ago, the Budapest String Quartet, one of America’s greatest 
chamber music groups, was presented by the New York outlet of CBS. But 
this was not presented on a network, nor was it even a CBS offering. It was 
presented on time granted by the network for educational broadcasting by the 
Metropolitan Educational Television Association. Neither the Budapest group 
nor any other chamber music organization has, to my knowledge, ever been pre- 
sented in a full concept by any television network. 

The importance of television in bringing good music to our young people hag 
been all but ignored by the TV networks. CBS this year has scheduled a total 
of four such musical programs, but they are presented on Saturday mornings in- 
stead of at hours when they would have far greater value to our educational 
system. 

THE POTENTIAL BOX OFFICE FOR SERIOUS MUSIC 


Although the audience for fine music is a minority audience, which on tele- 
vision will draw ratings of 6 to 8 instead of the higher ratings drawn by mass 
appeal entertainment, the fact remains that there are millions of music lovers 
and that each season Americans spend more money on admissions to serious 
music than to baseball games. 

Furthermore, interest in serious music is reflected in the sale of fine phono- 
graph records which is increasing very rapidly. In the past few years, the num- 
ber of recording companies specializing in this type of music has multiplied 
many times, and the sale of high fidelity phonograph equipment is increasing at a 
tremendous rate. 

Two of the three networks, namely, CBS and NBC, that will not present fine 
musical organizations on TV, are doing an expanding business in the sale of 
phonograph records made by these great musical organizations. 

The Chicago Symphony Orchestra records exclusively for RCA Victor. Over 
the past few years, sale of records made by our orchestra has increased steadily 
and, in the past season, was approximately four times greater than the year 
before. 

This leaves us wtih a situation where there are millions of music-hungry 
Americans eager and willing to pay to hear fine music but who can never ex- 
perience it on TV, unless there is a subscription system. These music lovers in- 
clude not only those who live within traveling distance of concert and opera 
halls, but also millions who find it a practical impossibility to visit our important 
musical centers. 

Most major symphony orchestras go on tours of larger cities. The experience 
of the Chicago Symphony and of the other orchestras of which I have knowledge, 
is that invariably their appearances in different cities are 100 percent sold out. 
Nevertheless, these tours are always conducted at a loss to the orchestra. They 
are given as a public service by the organizations involved, from their own funds 
contributed by public-spirited citizens. 

To help stimulate interest in music on the part of our young people, most 
of our great symphonies regularly present concerts in schools in their areas. 
As a practical matter of logistics, it is impossible for any orchestra to reach 
in one season more than a tiny fraction of the schools in its area. The concerts 
we give for schoolchildren, both in Orchestra Hall and in the schools of Chicago, 
are completely sold out. Nevertheless, they are presented at a tremendous loss. 
For example, it costs us on the average about $4,500 to present a concert. A 
sold-out young people’s concert, presented within the price range possible for 
schoolchildren to pay, brings in approximately $1,000. 

Our young people’s concerts are so popular that we are unable to present 
enough of them to meet the demand. With subscription TV, these concerts 
could be televised directly into all of our schools at much lower cost per pupil 
than even our reduced admission charges. Or, they could be presented gratis 
over Chicago’s educational TV station if the Orchestral Association had adequate 
funds. 
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There has been much criticism about the influence of Elvis Presley on the 
musical taste of young people. IL consider this to be a normal development, 
because of the way radio and TV have dinned Presley music into the ears of 
our impressionable youngsters. However, the popularity of our young people’s 
concerts has convinced me that if television gave us a chance to present a fair 
amount of fine music, these samme youngsters would respond by a growing 
appreciation and understanding of great music. 


OPERATING DEFICITS OF MUSICAL ORGANIZATIONS 


I pointed out above the operating loss of presenting certain specifie concerts. 
This is true of all concerts. If every seat in Orchestra Hall, Carnegie Hall, 
or the auditoriums of other orchestra and opera companies were sold out for 
every performance, these organizations would still operate at a substantial 
deficit. For example, in Chicago the income from ticket sales, record royalties, 
and income from endowment, falls short by over $200,000 of the expenses of 
presenting a season of concerts, ‘here is no symphony orchestra in the country 
which does not have a substantial deficit at the end of each season. These 
deficits have to be made up by repeated appeals to public-spirited citizens whose 
donations are thus the only means of keeping the organization alive. 


OPPORTUNITY FOR NEW COMPOSITIONS 


There is an abundance of real creative talent among serious American com- 
posers today. However, the number of new compositions presented each season 
is pathetically small as compared to what could be if it were possible for our 
musical organizations to pay adequate fees when commissioning new works. In 
many cases, the composer receives as a fee barely enough to cover the mechanics 
of having the parts of a composition copied out for an orchestra. One of the 
results of this deficit financing is the inability of any major musical organization 
in our country to encourage our composers to create new works. With adequate 
funds, our musical organizations would be able to provide adequate compenastion 
and thus encourage a great flood of new music, such as the world has not seen 
since the days when royal patrons sponsored such musical giants as Bach, Haydn, 
Mozart, Beethoven, etc. 

Moreover, when new works are commissioned, inability to get them on televi- 
sion so limits their audience that a wide music-loving public has no chance to 
hear them. As a result, some very fine work is lost forever, while other great 
compositions that could become nationally known in a matter of weeks if nation- 
ally televised, linger for 10, 15, or 20 years before enough people have heard them 
to interest a publisher to print them and thus get them established on standard 
repertoire and on high fidelity recordings for sale to the public. 


NEED FOR SUBSCRIPTION TELEVISION 


It is a painful business fact that the netwoks have shown an unwillingness to 
present our great musical organizations, for the simple reason that the millions 
of music lovers in the country represent a minority audience. 

Nevertheless, the eagerness of these millions to pay and to enjoy good music 
makes it a reasonable assumption that presentation of full-length concerts and 
operas on subscription television would not only provide music lovers with tele- 
vision features they cannot now enjoy, but would also be an outstanding finan- 
cial success for our musical organizations. If subscription television presenta- 
tion of fine music is the financial success that our business experience indicates 
it will be, it will end forever the deficit financing which has plagued our major 
musical organizations since their inception. Subscription television will make 
it possible to present this music to continentwide audiences, limitless in scope, 
including millions of people who are now not able to enjoy a fine orchestra 
concert. 

With all due respect to the television service now provided entirely by advertis- 
ing, I submit that the lovers of fine music, and the producers of fine music, have 
a right to reasonable use of the publicly owned spectrum. The networks have 
shown that they are unwilling or unable to satisfy this need without a subscrip- 
tion system. Because of the vital stake that the music-loving public, the Chicago 
Symphony Orchestra and other kindred organizations have in this matter, I re- 
spectfully urge that the Congress do nothing to prevent the trial operations of 
subscription television authorized by the Federal Communications Commission. 
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Mr. Kuyrerr. I would like to summarize the statement under fou | jpeh 
headings. and 

First I should say I am here in support of subscription television, mus 
My four main points are as follows: 

Television as it has operated in the past 10 years has failed to present 
to the public the great music offered by our great symphony orchestras, 
opera companies, and other fine musical organizations. To the best of 
my knowledge, the Chicago Symphony Orchestra is the only organiza. 
tion which has had a regular weekly television schedule. 

For several years we ‘have presented 20 concerts a season in Chicago, 
Unfortunately, this has been reduced this season to only four. I wish 
to emphasize that these presentations bear little resemblance to a regu- 
lar symphonic concert because of the advertiser’s inability to pay the 
high cost involved. 

We are able to use only 60 percent of our personnel and in the sched. 
uled hour program we are able to present only a maximum of 46 
minutes of music. At no time were we able to present the world-famed 
guest conductors and solo artists in the way they are featured in our 
concerts in Chicago. In 10 years of sponsored orchestra, the networks 
have televised the Metropolitan only 3 times. The last one was in 
1950. Since then there has been no full-length presentation of any 
opera by any leading company. ; 

NBC has organized its Own Opera company which in the past 2 
seasons has presented a total of, I believe, 18 hours of operatic produe- 
tion including all the time devoted to commercials, color TV, and so 
forth. 

This country has never presented a single uncut performance of 
any well-known opera. A further example of what has happened on 
the networks. Early last season there was an 18-minute duet by 2 out- 
standing opera stars. It caused such a drop in Ed Sullivan’s rating 
that he reacted by cutting a so-called experiment from the opera to 
only about 4 minutes. The final scheduled excerpts were cut out 
entirely. 

The importance of television in bringing good music to our young 
people has been all but ignored by the TV networks, I feel there isa 
great deal of concern by parents about the Elvis Presley influence, but 
I think it is a very natural influence considering the way that type of 
music has been emphasized on TV. I am convinced that if we are able 
to present good symphonic music to these young people over televi- 
sion, that would also have a counteracting effect. 

Then there is the potential box office for good music. I admit that 
the audience for fine music is a minority audience which on television 
will draw ratings of 6 to 8 instead of the higher ratings drawn by mass- 
appeal programs. But the fact remains that there are millions of 
music lovers and Americans spend more money on admissions to seri- 
ous music than baseball games. Interest in serious music has grown 
tremendously in the country. That is reflected by increased ss ales of 
hi-fi and records. 

In the past few years our sale of records has increased steadily and 
in the past season it was four times greater than the previous season. 
This leaves us with a situation where there are millions of music-hun- 
gry Americans eager and willing to pay to hear fine music but can 
never experience it on TV unless there is a subscription system. This 
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T fou | jncludes not only those who live within traveling distance of concert 
aa and opera halls, but also the millions who cannot visit our important 
Vision, | ynusical centers because of the time and money involved. 

We, like every other major symphony orchestra, go on short tours. 
resent | The experience is that when we play a concert in a city outside of Chi- 
estras, | cago, these concerts are invariably sold out. Nevertheless, these tours 
best of | are conducted at a loss to the orchestra. They are given by the orches- 
aniza- | tras as a form of public service by the organizations involved and the 
| Joss is paid out of the funds which are contributed by their own public- 
‘cago, | spirited citizens. 

L wish To go back to one point I made—the influence of good music on the 
regu: | part of your young people. I believe every major symphony in the 
ay the | country plays concerts especially designed for young people, either in 
their own concert halls or in the public schools. As a simple matter of 
sched- | logistics it is impossible to move a large orchestra with all the baggage 
of 46 | jnvolved to the many schools in any city. So we are able to cover only 
famed | a tiny portion of these schools. We give 12 concerts a year for young 
nm our | people in Orchestra Hall. They are completely sold out. Here is an 
works | important point. These concerts, because we have to give them at a 
fas in | price which the youngsters can pay, each concert brings in about $1,000 
f any | and it costs us $4,500. That loss is paid by public-spirited citizens in 
. | Chicago. 
rast 2 Our young people’s concerts are so popular that we are unable to 
oduc- | present enough to meet the demand. With subscription TV I am con- 
ndso | yinced that these concerts could be televised directly into all of our 
schools at a much lower cost per pupil than even our reduced admission 
ce of | charges, or they could be presented over Chicago’s educational TV 
ed on | station, if our orchestral organization had enough money to pay for 
2out- | them. 
ating Operating deficits of musical organizations, we like every other 
ra to | symphony orachestra, run at a tremendous loss. If every seat in all the 
t out | auditoriums were sold out for every performance, these organizations 
would still operate at a substantial deficit. For example, in Chicago 
oung | the income from out ticket sales, record royalties, our income on the 
elsa | large endowment falls short by over $200,000 a year of the expenses of 


», but | presenting a season’s concerts. There is no symphony orchestra in the 
peof | country which can meet its deficits. 

able These deficits have to be made up every year by an appeal to public- 
‘levi- | spirited citizens, which is the only means of keeping these marvelous 

organizations alive. 

that Another important point. There has been a great deal said about 
1s10n the terrible situation in which the American composer finds himself. 
nass- One of the reasons for that is that there is not sufficient outlet for 
is of people to hear his work. I think there is an abundance of real creative 
seri- talent among serious American composens. However, the number of 
‘own new compositions that can be presented each season is pathetically 
as of small as compared to what it would be if it were possible for our 


musical organizations to pay adequate fees when commissioning new 
and works, 


ison. For example, we in common with other orchestras in the country 
hun- commission a new work. The usual fee paid to a composer is $1,000. 


can Indirectly it is $2,000. After he has written the score it costs him 
This $1,000 to have the parts copied so that it can be played. It is played 
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once or twice. A very small proportion of our population hears it and | yr. 
then it is forgotten. pr India 

I think that if he had an opportunity to be heard by millions of | pix 
people, because I believe what we do not know we cannot like, and} jfy. 
if we heard enough of our modern composers’ works of al] kind~ [hav 
melodious and unmelodious—if they were nationally televised, it} The 
would give the American composer an opportunity to be heard and get | jhat y 
a publisher to print them and get them established as standard reper. | fr. 
tory and on high-fidelity recordings for sale to the public. Th 

It seems to me it is a painful business fact that the networks have | parti 
shown an unwillingness to present our great musical organizations for | Mr. 
the simple reasons that the millions of musical lovers in the country | , Jitt! 
represent a minority audience but their willingness to pay seems to | may | 
me that a presentation of full-length operas and concerts would not | jowin 
only provide musical lovers with television features they cannot enjoy | Th 
now but would be outstanding financial successes. we Wi 

If subscription television presentation of fine music is the financial | Th 
success that our business experience indicates it will be, it will end} (M 
the deficit financing which has plagued our organizations since incep- 
tion. Subscription television will make it possible to present this to | Test! 
limitless audiences, including millions of people who are not able to 
enjoy a fine orchestra concert. 

In summary, with all due respect to television service provided now 
entirely by advertising, I submit that the lovers of fine music and the 
producers of the fine music have a reasonable right to the use of the 
publicly owned spectrum. The networks have shown they are un- 
willing or unable to provide this need without a subscription system. 

I respectfully urge that the Congress do nothing to prevent the 
trial operations of subscription television authorized by the Federal 
Communications Commission. 

The Cuarrman. Thank you very much, Mr. Kuyper. We are glad | My 
to have your statement and you may file an additional statement as | Asai 
you suggested. or 

Mr. Kuyrer. Thank you, Mr. Chairman. onat 

The Cuarrman. Mr. Rembusch, I understand that you were very | State 
anxious to get your testimony in. that 

Mr. Rempuscn. Yes, sir. with 

m . 4 ‘ word: 

Phe Cuatrrman. How much time would you desire? takin 

Mr. Rempsuscn. I know you are very tired, Mr. Chairman and | “nub! 
gentlemen of the committee. If it is all right with you, why do you | “T 
not let me file my testimony with the committee and put it in the | '° 

; at; : serib 
record. I know it is very late and you want to get through. I have | jee1o 
measles at home. I have twin boys with measles and I am rather | expr 
anxious to get back. these 

The Cuarrman. I am sorry to hear about that. I am sorry we have a. 
not been able to accommodate everyone as we had hoped to at this | cong 
time. You may have permission to file your testimony. woul 

You are Mr. Trueman T. Rembusch ? from 

Mr. Remeuscn. That is right, sir. = 

1 ; gt ' ‘ were 

The Cuarrman. What capacity do you have with your committee! | have 

Mr. Rempuscu. I am one of the cochairmen of the Committee | amn 
Against Pay TV. tion 

The Cuairman. The Indiana joint committee ? oy) 


for v 
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itanl | Mr. Remeuscu. No, this is the national committee. I am from 
Indiana. 

The CuarrMan. You are from Franklin, Ind. 

Mr. Remevuscu. That is my office address. I reside in Indianapolis. 
[have a statement of our committee. 

The CuarrMan. You are appearing here to advise this committee 
that your committee is opposed to pay 'I'V ¢ 

Mr. Remeuscnu. That is right. 

The Cuairman. You are with the same organization that Mr. 
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s have | farling represents. 

ns for} Mr. Rempuscu. Yes. J] got into the technical phase of the problem 
untty | 4 Jittle. I think there is a part of that that has not been covered that 
ms to | may be of interest to the committee. I thank you very much for al- 
Id not | jowing me to put this in the record. 

enjoy} The Cuatrman. I know it will be of interest to the committee and 






we Will be glad to include it in the record at this point. 
Thank you very much. 
(Mr. Rembusch’s statement follows :) 
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BIOGRAPHICAL 
a ‘Trueman T. Rembusch is a resident of Indianapolis, Ind., the 
dt the owner and operator of a small group of theaters all situated in Indi- 
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ana. Served 2 years as national presideni of Allied States Associa- 
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My appearance before this committee is in behalf of the Joint Committee 
Against Pay TV. I have two interests in submitting my testimony. One is 
vested, for our committee represents one segment of the motion-picture in- 
dustry—the theaters. The second reason is my personal interest as an active 
amateur operator in maintaining the free broadcasting system of these United 
States as Congress established it many years ago. However, may I point out 
that both of these reasons for my appearance before this committee coincide 
with the best interests and welfare of the television-set owner. Millions of 
words have been written and spoken debating the pros and cons of pay TV 
taking over the free air waves. Today I hope to place before this committee the 
“nubbin” of the issue. 
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you “The wind blew and the dust flew and you couldn’t see a thing for a day or 
the two.” It was this expression that an old southern friend of mine used to de- 
have scribe a situation where persons or parties he was dealing with deliberately 
. beclouded issues in order to achieve a position of advantage. I believe this 
ther expression very apropos of the methods the proponents of pay TV have used 





these last several years in their unrelenting efforts to obtain control of the free 
air waves. I have observed their efforts over a period of 11 years. I can testify 
to the fact that the proponents have, to suit their convenience and necessity, 
constantly altered, deliberately distorted, and misrepresented the effect pay 
would have on free television. They have very adroitly directly attention away 
from their real motives and have changed their sales approach on a basis of 
convenience to make it most appealing to the particular group to whom they 
were attempting to sell pay TV. I believe I can dispel the dust the proponents 
have deliberately generated to obscure the real issues in pay TV. I personally 
am not against pay TV per se. I am, as is the committee, against the appropria- 
tion of our free air waves for the free transmission of signals to televise a pay- 
TV program. I am against the taking over of the free air waves for pay TV, 
for when a pay-TV program is being broadcast over the air waves free television 
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over those same air waves is nonexistent. In other words, pay TV takes some. 
thing away from the public when it uses the free air waves, That something jg 
the free television programs that are very important to the television-set owner, 

It has been my experience that when that fact is brought home to the get 
owner and he understands the penalties imposed by pay on his free TV, he 
wants no part of pay TV and become very outspoken as to his position. I want 
to make it clear that I am not against pay TV that utilizes a coaxial cable or 
balanced lines for transmission of the pay program, for in such case pay TV takes 
nothing away from the set owner and interferes in no way with the free tele. 
vision programing. On many occasions, in debating the pay-TV issue I have 
asked the proponents of pay if pay TV is so wonderful, if it is the panacea they 
would have us believe it is, why don’t they make the necessary investment in 
cable or wire and bring it immediately to the American public? They could do 
this, of course, without FCC authority. However, this question has always 
gone unanswered by the proponents. In fact, it has proved to be most em- 
barrassing to them. The reason for that embarrassment will become apparent 
as I get further into my testimony. 

To paraphrase Shakespeare, “to pay or not to pay” for television programs igs 
what the proponents would have this committee believe is the question. How- 
ever, that is not the question. The question is whether the use of the free air 
waves will be appropriated by a group of patent holders in order that they may 
coerce the television-set owner into buying, leasing, or renting one of their pay-TV 
slot machines. A slot machine that serves but one purpose—to give the tele- 
vision-set owner the privilege to pay for many programs that he now sees on 
free TV. I repeat that the proponents for pay TV have but one motive in se- 
curing control of the free air waves for their gadget—that motive is to obtain 
complete domination and control of television stations’ programing and the 
television sets of this country. How would this domination and control be 
achieved? It would be achieved by programing their scrambled picture and 
sound during the evening hours when the greatest number of potential viewers 
are obtainable. A television-set owner who had not bought, leased, or rented 
one of their gadgets would have neither free nor pay-TV entertainment available 
on the channel in use. 

In a 1-channel market or in great rural areas where only 1 television signal 
is available, persons in those areas would be completely deprived of a television 
service of any kind when a pay program was being broadcast. In multiple- 
channel areas, available free TV service would be reduced and eventually 
through the natural laws of entertainment competition, all stations would broad- 
cast pay TV and free television as we now know it would cease to exist. Rural 
and farm areas are particularly vulnerable to the inroads of pay TV, both tech- 
nically and economically. Technically because of the weakness of the station’s 
signals at a distance from the transmitter, for often the decoders would fail to 
unscramble. And economically because it would be unprofiitable from a collec- 
tion standpoint. This is not the market the proponents seek. They seek the 
large metropolitan centers with their millions of easily accessible set owners. 
However, it must be borne in mind that a set owner, whether city of country, 
who didn’t buy, lease, or rent one of the slot-machine gadgets manufactured by 
Zenith, Telemeter, or Skiatron, might as well throw his set away. His alternative 
is to succumb to the coercive license use of the free air waves for pay TV and 
buy the manufacturers’ decoding slot machines. It is my opinion that pay TV’s 
greatest threat is to the large vocal farm population of this country who, once 
they are deprived of their free television would descend en masse upon Wash- 
ington, seeking relief. 

This occasion, I believe, is most suitable to congratulate the proponents of 
pay TV’s use of the free air waves for transmission purposes. Congratulations 
are in order for they have conducted one of the finest and longest medicine shows 
in history. The proponents, like the old medicine man who through his elixir 
promised relief from cancer, tuberculosis, worms, and even hangovers, promise 
that pay TV will solve all the problems of television programing. However, 
there is a bitter medicine underneath. The bitter medicine is that once pay TV 
programs take over, present free TV programing as we now know it will he 
destroyed. Not quite destroyed for some of the proponents admit that they 
might slip some few commercials into their pay programing. Actually much of 
the promised programing offered by the pay proponents is ludicrous when ex- 
amined closely. 

The proponents promise to bring opera to television. This appeal was made 
to secure support of the pseudointellectuals of our country, even though television 
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pas carried opera. They promise to bring boxing. This to gain the support of 
poxing enthusiasts. Boxing has been and is on free TV. They will bring you 
spectaculars, such as Peter Pan. Peter Pan was on free TV. One of the pro- 
ponents, Zenith, used Peter Pan as an example of the type of program that they 
would use to gouge the American public when pay TV was approved. Mr. Ted 
leitzell, director of public relations for Zenith Radio Corp., in a letter directed 
to broadcasters dated March 25, 1955, said in paragraph 3 of that letter, referring 
specifically to Peter Pan, “While the sum of $600,000 for a single program is 
staggering to a sponsor, it represents less than 1 cent per viewer for the Peter 
Pan audience. On subscription television and with the same audience paying 
only 25 cents per set to watch the attraction at home, the box office would have 
amounted to $5 million for division among producers, distributors and broad- 
casters.” There is an inference in Mr. Leitzell’s sales approach that is most 
apparent, charge $1 per set for a Peter Pan type of spectacular and there would 
be available $20 million to divide up among producers, distributors, and broad- 
asters. Of course, Mr. Leitzell overlooked mentioning the tremendous profits 
his firm hoped to derive from the sale of slot-machine decoders that the public 
must buy before such a pot could be divided. (I have here a photostatie copy 
of Mr. Leitzell’s letter if the committee desires to see it.) The proponents promise 
to bring new motion pictures. This is a ridiculous promise for at the present rate 
of consumption of motion-picture film on free TV, Hollywood’s entire output 
for 1 year would not provide 1 month’s programing for pay TV. 

Now let’s examine the proponents’ program promises on a businesslike basis. 
Have they shown contracts to this committee to support their program promises? 
Contracts with the actors, directors, producers, and many other guilds, which 
guilds control entertainment labor? Contracts with writers and publishers 
from which story material must be obtained? Contracts with motion-picture 
producers and distributors for first-run pictures? It is a fact that the pro- 
ponents do not have one single contract to support their program promises. 
Actually the proponents’ promises are like the old medicine man who promised 
everything for the elixir he sold, got his money, and got out of town. What 
the proponents want to do is get control of the free air waves, coerce the Amer- 
ican public into buying their decoders, and let the ire of that public, when it 
discovers it has been fleeced out of its free television, drop squarely on the tele- 
vision broadcasters and ofticial Washington’s unprotected heads. 

There is another phase to the pay TV medicine man’s pitch—an important 
one, one upon which they have used their best fogging machine. 

That is the actual cost of the decoders—cost of installing and maintaining 
the decoders. Let's first go to the installation of these coercive gadgets. As 
a practical electronics amateur, I can state that to install these gadgets into 
the internal circuit of the subscribers’ TV sets, as must be done, the cost of 
$50 per set is a very optimistic estimate. These gadgets are tricky and would 
add a Substantial maintenance cost to the already high maintenance cost borne 
by the television-set owner. The foregoing has been certified to by the television- 
maintenance people’s own organization. Ags to the original cost of the gadgets 
I have heard estimates, not firm, from the proponents that have varied from 
$10 to as high as $100. For instance, Mr. Joseph Wright, counsel to Zenith, 
some 3 years ago stated during a debate over the Northwestern School of the 
Air, that the original cost would be approximately $50, Zenith contradicted 
their counsel when they submitted their comments to the FCC in 1956, by stat- 
ing that they might rent or lease the gadgets for $1 or $2 per month. Evidently 
Zenith felt the $1 or $2 charge sounded less obnoxious than the $50 charge, 
but is it? Over a 3-year period the $2 charge would cost the public much more 
than the outright sale price of $50. Of course this cost does not include the 
per-program costs that the TV-set owner must absorb. 

In conclusion, I would ask this distinguished committee, Who wants pay TV? 
The television-station operators? Their association, the NARTB, has repeat- 
edly stated they do not want it. Do labor unions want it? A majority of the 
labor unions are vehemently opposed to it. At the last convention of the 
AFL-CIO a resolution was passed condemning it. I believe that once the farm 
bloe awakens to the fact that pay TV threatens their free TV they will be 
opposed to it. And what about the great American public? In numercus sur- 
veys taken across the country in many cities, once the public understands the 
penalty pay TV imposes on free TV it is overwhelmingly against pay TV. I 
can testify to the public’s reaction as well, for I have debated the issue many 
times and once the true issue is laid before the public they reject the idea of 
the proponents taking over the free air waves for they understand the coercive 
power that the proponents would enjoy under such an unfortunate happening, 
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Actually there is only one group of people that wants pay TV. They are 
the holders of patents on the coercive slot machine decoding gadget and a few 
misguided and misinformed groups they have attracted to their cause. These 
manufacturers envision once the free air waves are taken over by pay TV the 
public will be forced to buy their decoders, otherwise forget television as a 
night-time diversion. 

Gentlemen, there are several excellent bills that have been introduced in 
Congress to prevent pay TV’s using the air waves. One of your learned mem- 
bers of this committee, the Honorable John V. Beamer, has introduced such a bill, 
I urge this committee to press one of these bills through Congress as rapidly 
and as quickly as possible so that the free television entertainment of the 
American people is protected from the avaricious designs of a group of decoder 
manufacturers. 

On behalf of the Joint Committee Against Pay TV may I express our sincere 
appreciation for the opportunity to appear before this committee. 
gentlemen. 


The Cuatrman. The next witness is Mr. John Holden, representing 
the AMVETS. 


Thank you, 


STATEMENT OF JOHN R. HOLDEN, NATIONAL LEGISLATIVE 
DIRECTOR, AMVETS 


Mr. Hotpen. Mr. Chairman and members of the committee, my 
name is John R. Holden and I am the national legislative director of 
AMVETS, a congressionally chartered organization composed exclu- 
sively of World War II and Korean veterans. 

I appreciate this opportunity to present the views of AMVETS on 
the vital issue of pay television. In August 1957, AMVETS, in na- 
tional convention assembled, adopted a resolution requesting the Fed- 
eral Communications Commission to return the question of pay TV 
to the Congress. The resolution further urges Congress to make no 
rulings nor pass any legislation changing the fundamental system of 
broadeasting and telecasting in the United States. The complete text 
that it be placed in the record of this hearing at the conclusion of my 
statement. 

The matter now before you is of grave concern to the public interest 
since it threatens the destruction of our traditional free method of TV 
broadcasting and the substitution of a pay service in its place. To 
have this occur—either by design, misunderstanding, or neglect— 
would indeed be a tragedy. 

Television is, in our judgment, one of the great natural resources of 
our Nation. It belongs to the American people. The radio spectrum 
itself is public property. It, therefore, must be used in the public 
interest. 

The television industry is too frequently looked upon as the prop- 
erty of networks, station owners, and advertisers. Closer analysis, 
however, reveals that the industry itself belongs to the American 
people. We are advised that there are some 42 million television-set 
owners in the Nation today. The total investment represented in 
the industry is well over $17 billion. The 3 major networks plus all 
of the hundreds of television stations have invested about 3 percent 
of this total. Advertisers, in expenditures for programs and com- 
mercials, have invested only about 15 percent of the total. The re- 
maining 82 percent represents the investment of the 42 million owners 
of TV sets. Thus the American people have the greatest vested 1n- 
terest in this matter. 
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If any drastic change is to be made in this industry where the public 
owns the frequencies, , where the public has made the greatest invest- 
ment, and which must be operated in the public interest, that change 
should be made by the public’s direct representative—the Congress 
of the United States. 

We have frequently heard proponents of the new system refer to 

ay TV as an additional service to the American people. We cannot, 
y any stretching of our imagination, picture the present system and 
the proposed sy stem exist ing side by side. 

Most communities in this country can receive only 2 or 3 stations. 
Pay television would use one or all of the channels that are presently 
seen free. The TV screen would be scrambled and blacked out to 
those who did not pay. This is true simply because of the fact that 
there are no other channels available and two programs cannot be 
broadcast on the same channel at once. So, asa practical matter, unless 
the viewer paid, he wouldn’t see. Ifthe money isn’t put in the slot, Mr. 
Viewer will receive only snow, jagged lines, and scrambled eggs on 
his picture screen, which he owns—over frequencies which he owns. 

Pay television, as proposed by its promoters, is not something in ad- 
dition to what we already have. It is something which will displace 
what we already have. This is certainly a brazen raid on the vested 
interests of the public, considering the fact that private interests 
would be using public property for private profit and charging the 
owner of the property for its use. At present the public permits the 
TV industry to use our property without charge. But we receive in 
return free programs. Nota bad bargain at all. 

The members of AMVETS and their families are ordinary citizens, 
most of whom have invested considerable money in television sets. 
We believe that we help make up the great backbone of television 
audiences who are people in the lower and middle income groups. 
We have substantial investment in this industry and we don’t want 
it rendered obsolete. We do not want us to become a nation with 42 
million TV sets, only a fraction of them usable by people who are 
willing and able to pay. With pay TV this huge investment by the 
American people will go down the drain, and if it happens, it will 
come about without any evidence whatsoever of public demand for 
the pay service. It will come about in the face of heavy public de- 
mand against it. We will have been the victim of one of the greatest 
giveaways of public property for private gain ever seen. 

Additionally, many of the major national security programs in 
which AMVETS are interested will inevitably suffer at the hands of 
pay TV. Most veterans’ organizations rely heavily on television as 
a means of telling the public of the programs of their organizations. 
This includes such matters as the appearance of national officers on 
special television programs or as guests on regularly sponsored pro- 
grams. It includes such matters as programs concerning the military 
Reserve and Armed Forces recruiting. If free television were de- 
stroyed and the advertising which supports it withdrew into order 
fields, the network would have no funds with which to finance these 
special programs on behalf of a service organizations. 

If public-service programing were to disappear, if special announce- 
ments within the body of present popular television programs were 
abolished, as would be the case under pay TV, one of the most effec- 
tive — the Nation has for promoting national-defense programs 
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would be eliminated. The cost to the Government would run into the 
millions of dollars each year and the damage to the national defense 
might be substantial. For example, one reason the Armed Forces 
Reserve program is a success today is that $8 million worth of free 
television time was given to promote the Armed Forces Reserve dur- 
ing Military Reserve Week in 1956. This not only saved the Govern- 
ment a lot of money, but it made the Reserve program a success. The 
same can be applied to other Armed Forces programs, to patriotic 
programs as the Big Picture. Other Government defense drives 
such as the sale of Treasur y bonds and Federal civil-defense promo- 
tions would be adversely affected. 

Our own program for the rehabilitation of sick and injured veterans 
would also be affected through the loss of public-service programing. 
Present programs and public -service announcements encouraging in- 
dustry to hire disabled veterans, and such organizations as the Presi- 
dent’s Committee on the Employment of the Phy sically Handicapped, 
would be limited in presenting their story to the public. 


Inasmuch as television belongs to the public, they should freely 
have its free use. 

We respectfully urge that this committee take prompt action to 
prohibit the g gambling with this modern-day wonder of simultaneous 
transmissions of news, entertainment, and public affairs programs. 

(The resolution referred to above is as follows :) 


RESOLUTION ADOPTED BY AMVETS 13TH NATIONAL CONVENTION, Boston, MAss,, 
AUGUST 22-25, 1957 


Whereas the Federal Communications is considering applications by patent 
holders seeking approval of systems whereby some hitherto “free television 
broadcast” channels would be diverted to programs requiring payment by owners 
of receiving sets for the privilege of watching said programs, blacking out these 
channels to persons who do not pay for this privilege; and 

Whereas approval of any system requiring payment by the viewer for TV pro- 
grams would black out many free programs now enjoyed by thousands of veterans 
in Veterans’ Administration and other Government and private hospitals in all 
parts of the country ; and 

Whereas there is no enforcible, legal assurance or guaranty from any of the 
promoters of pay TV that these veterans could see the pay TV programs without 
charge therefor ; and 

Whereas in many instances where posts and units of the auxiliary of this 
organization have donated television sets for the use and enjoyment of hospital- 
ized veterans as a contribution to the morale and recreational therapy of those 
veterans ; and 

Whereas promoters of “pay to see TV” are making definite statements that 
popular sporting events such as championship boxing bouts, World Series base- 
ball games, college and professional football games, and other attractions will 
be among their programs; and 

Whereas this particular type of entertainment is now available on free TV and 
is enjoyed perhaps more than any other by the hospitalized veterans; and 

Whereas, once pay TV is initiated, the major advertisers who now pay for the 
free TV entertainment given the American public will withdraw their support 
from TV as an advertising medium since they will be unable to successfully 
advertise their products to large numbers of people in the better evening hours; 
and 

Whereas, with the revenues from advertising gone, public-service programs, in- 
cluding news programs, public-affairs programs, educational programs, charity 
appeals, Armed Forces programs, Treasury bond sales, veterans programs, will 
disappear because T'V stations will not be financially able to pay to put them on; 
and 

Whereas proponents of pay TV have now at their disposal the means of testing 
their proposed system by using private leased wires such as now utilized by TNT 
without preempting public-owned facilities ; and 
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Whereas the entire issue is one of broad policy and great importance, over 
which the Federal Communications Commission has doubtful legal authority, 
it being a question for congressional consideration only—even if it be only so- 
ealled tests: and 

Whereas AMVETS has taken this matter under advisement: Now, therefore, 

it 
P ecsived. That AMVETS in national convention assembled this 25th day of 
August 1957 requests the Federal Communications Commission to return the 
issue of pay TV to Congress and requests the Congress to make no rulings, nor 
pass any legislation changing the fundamental system of broadcasting and tele- 
casting in the United States hitherto devoted to free entertainment, information, 
educational, and other programs which bring unlimited hours of enjoyment to 
millions of Americans, including the hospitalized veterans whose welfare has been 
and always will be the prime concern of this organization. 

The Cuatrman. Thank you for your appearance, Mr. Holden, and 
the information you have given the committee. 

Mr. Houpen. Thank you, Mr. Chairman. 

The Cuarrman. Is Mr. Bentley here? 

(No response. ) 

He is from the Theater Arts magazine, 130 West 56th Street, New 
York 19, N. Y. Mr. Bentley, if he desires, may file a statement for 
the record. 

(Mr. Bentley’s prepared statement was not received.) 

The CHarrmMan. Mr. Wilton D. Radford ? 

(No response. ) 

He also asked that he be permitted to either appear or file a state- 
ment. His address is 269 West 72d Street, New York, N. Y. 

Mr. Radford may have permission to file his statement at this point 
if he desires. 

(Mr. Radford’s prepared statement was not received.) 

The Cuarrman. Other witnesses that we have listed here have been 
given permission or an indication that they will be heard tomorrow, 
so*the committee will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 5:50 p. m., the committee adjourned, to reconvene 
at 10a. m., Thursday, January 23, 1958.) 
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THURSDAY, JANUARY 23, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C. 


The committee met at 10 a. m., pursuant to recess, in room 1334, 
House Office Building, Hon. Oren Harris (chairman) presiding. 

The CuarrmMan. The committee will come to order. 

As we resume the hearings this morning I would like to call to the 
attention of those who are to testify, and to my colleagues, the fact 
that the House meets at 11 o’clock. We have a good many witnesses 
that are from out of the city to be heard and I am going to have to as 
a matter of necessity ask the witnesses to be as brief with their pres- 
entations as possible, make the points that they want to make to this 
committee, and then the arguments on them to be included in the 
record for the members of the committee to study. 

I am going to suggest to my colleagues that we be as brief in our 
questions as we can because we want to accommodate as many of these 
gentlemen who have come from out of town and long distances for 
these hearings as we can, and we certainly want to give them an op- 
portunity to present their case and their views. 

With that we are glad to os come Mr. T. F. O’Neil, Radio Pictures, 
Inc., New York, N.Y. Mr. O'Neil. 


STATEMENT OF THOMAS F. 0’NEIL, PRESIDENT, RKO TELERADIO 
PICTURES, NEW YORK CITY, N. Y. 


Mr. O’New. Thank you, sir. 

As a representative of RKO Teleradio which is engaged in a great 
number of activities in the fields of entertainment, communications, 
and advertising, I am appearing before this committee to present 
further evidence in support of the authorization for the demonstration 
of subscription television announced by the Federal Communica 
tions Commission in its October 17, 1957, report. 

We intend to be applicants for any subscription TV trials before the 
Commission. 

These remarks will supplement an earlier statement submitted on 
this same subject. 

As a firm with broad interests in most areas of entertainment, com- 
munications, and advertising, RKO Teleradio is vitally interested in 
the development of broadcast subscription. We propose to lend our 
efforts to the development of a compatible subscription system, operat- 
ing on the regular television broadcast band, which will produce a real 
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opportunity for the viewer to choose among free and subscription pre 
television programs. sti 

As I have siated before, it is the broadcasters, along with the equip- 
ment manufacturers and advertisers who have made American televi- oc! 
sion the supermedinm of communication and entertainment it is fr¢ 
today. It would be economically and socially wasteful for broad- tra 

casters not to take their rightful pl we in the forefront of innovators cal 
a seek to broaden the base of television entertainment. > 

In our opinion it would be derogatory to the public welfare to Né 

permit wire subscription to preempt the field as a result of unwar- pe 
ranted delays in allowing broadcast subscription to enter the market de 
place, even in the limited and restricted way proposed by the FCC, 
Yet, wired subscription companies continue to develop and demon- na 
strate their systems, continue to publicize their freedom from Gov- it 
ernment restrictions and continue to make progress in negotiating cu 
for the top box office events in America, without which broad- su 
cast subscription cannot and would not attempt to begin operations. 

Only this past week, Variety, the show business newspaper, re- a 
ported that a wired subscription firm was in contact with profootball di 
teams, which do not permit televising of home games in the local area ot 
under the current system. On the same page of the same issue, ta 
Variety reports: 

The Selectivision system of pay TV, operating via community antenna systems wi 
and readying for a start in Queens (New York), plans to offer films 90 days after of 
their run in the neighborhood houses, according to Emanuel H. Demby, Selectivi- i 
sion secretary. ar 

And again, on the same page of their same Variety issue, a report 
from Bartlesville, Okla., scene of wired subscription’s full-scale public ay 
a indicates that the operators of that system are testing public ay 

action to Vv arious of their administration and installation plans. th 

This research and development, without which companies cannot 
function efficiently in modern business is an immediate necessity for se 
broadcast subscription, too. It can be combined properly with an th 
opportunity for the Government and other interested parties to ob- pt 
serve the demonstrations authorized by the FCC and the public 
reaction to them. Any further delay might cripple broadcast sub- T 
scription’s chances of winning a public v ictory over wired subscrip- 
tion, thereby handing subseription television to the wired system a 
operators by default. This would certainly result in higher costs to 
the viewer because of higher transmission costs inherent in installing 0 
a wired system across the Nation as contrasted with using an effective W 
airlink system which already exists. In our opinion it would also SX 
result in an eventual monopoly of all broadcasting, free and sub- Pp 
scription, by the wired system. b 

Broadeast subscription, on the other hand, will bring a number 
of important benefits to a number of different groups—most important 0 
of whom is the general public. Why not let the public have greater : 
influences over some of the programing on television? Their choices 8 
might differ considerably from the patterns we have established for 
them. 


This new program source will complement the existing advertiser- 
supported sy stem. It will further div ersify the viewers’ opportunities 
for program choice. It will bring a regular flow of events and 
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presentations of a kind that current television has never demon- 
strated, an ability to deliver with any regularity or consistency. 

Two weeks ago, as you know, Representative Barratt O’Hara (Dem- 
ocrat of Illinois) introduced into the Congressional Record a letter 
from George A. Kuyper, manager of the Chicago Symphony Orches- 
tra, urging him to see that subscription TV is given a fair trial, be- 
cause it appears to be the only opportunity to program our great sym- 
phony orchestras, which need increasingly wider support, into the 
Nation’s homes. This letter is representative of many statements from 
people who are interested professionally or as viewers whose tastes 
demand a more varied television fare. 

This new kind of television programing which, for want of a better 
name, is referred to as “box-office entertainment,” is not only available, 
it is currently being wasted and in some fields it is in danger of being 
curtailed or even completely withdrawn from public view, for lack of 
sufficient audience. 

Although we are talking about symphony and opera and theater 
and sports and educational programs as well as motion pictures, let me 
direct these next remarks to motion pictures, since this is the field, 
other than broadcasting in which RKO Teleradio has its greatest con- 
tact and most intimate knowledge. 

Here is a brief report highlighting a situation that exists today, 
which we consider deplorable. This is not the disturbing comparison 
of current motion picture revenues or income with other years, which 
was referred to in my longer statement, and of which I am sure you 
are all aware. 

This is a closeup look at 7 feature films, produced at a probable 
average cost of a million dollars, which have only been seen by an 
average of 7.5 million people and are finished or nearly finished with 
their domestic runs. 

These 7 are compared to 11 half-hour television shows, single epi- 
sodes from regular series, produced at one-thirtieth or one-fortieth 
the feature film cost, each of which reached at least 4 times as many 
people as any 1 of the 7 films. 

Were those poor films? We don’t believe so. Their titles are, “The 
Three Faces of Eve,” “Will Success Spoil Rock Hunter,” “Interlude,” 
“Time Limit,” “No Down Payment,” “The Story of Esther Costello,” 
and “Twelve Angry Men.” 

Several of these film titles have appeared on important critics’ lists 
of the 10 best films of 1957. Now, we submit that there should be a 
way to get these films to the millions whom we are sure would like to 
see them, at a fee, and in preference to some of their present television 
programs. Yet, these people cannot afford the time, or the money, or 
both and thus, do not patronize the theaters. 

Some producers have announced that they will keep their new films 
off television for as long as 10 years. These films will not have the 
same meaning in 10 years, nor will they, as dated pieces, contain the 
same degree of enjoyment, with a few possible exceptions. 

Broadcast subscription will almost certainly assure a steady flow of 
new films to the tremendous audience which is currently demonstrat- 
ing its desire for the feature film which it can enjoy in the comfort 
and convenience of its own home; and this new method of distribution 
will eliminate millions of dollars of cost per year for prints, handling, 
and distribution. 
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These dollars are better spent in purchasing or creating values that T! 
appear on the screen and bring greater enjoyment to the audience, peo 


The public will benefit in other ways, too. Broadcast subscription | 9° 
television programs will inspire free program producers to even great. | bra 
er efforts and more meaningful contribution. New talent will be | most 
developed, new formats and ideas will be tested and all of these will be | fron 


approved or disapproved by incontrovertible evidence of true public T 
reaction. sari] 
_As a company which operates several independent television sta- Tl 
tions, we know something of the problems involved in securing suff- T 


cient high-grade programing to compete successfully for audiences and | stat 
advertisers with the networks. This new programing source will im. } for! 
prove the economic stability of the independent TV station, it will C 
multiply the network station’s available suppliers and it will be held 
to create additional television stations and additional television cities, 
According to a Nielsen Research chart which we looked at recently, M: 
the average home can get 5 television stations at present ; 77 percent of | Inc., 
all homes can view at least 4 channels. Of course, this does not mean pare 
that the reception is equally good on all those stations, as it would be if | ™2 


they were all located in the home city. Nor does it mean that the pro- em 
graming in all those stations is designed to appeal to this average view- | Fed 
ing family. However, it does mean that if, during the test authorized It 
by the FCC, 1 of those stations was carrying a subscription program, | tise 
there would be an average of 4 other stations on which the average 
viewer could see free programs. the 


Actually, this average number will be higher in the markets chosen | men 
for the test because by FCC definition, each of those markets must 


have at least four stations in the home city. R 

If you will look at some of these possible test cities, as we have, you tisi 
will find that in New York and Los Angeles, the 7-station cities, the | has 
low-rated station in the market attracts less than 5 percent of the city’s | 182 
potential television audience in the average evening time period. _ 

In Detroit, Chicago, and Washington, representative 4-station mar- ace 
kets, the low-rated station gets less than 10 percent. In other words, A 
offering a subscription program on one channel in a market, at a given | 0° | 


time, and that is the practical possibility, will almost certainly add | °#S 
more desirable choices for the viewer than are currently available. 


‘ 0 

It is our considered opinion that free and broadcast subscription a= 
television are compatible in every sense. They can support one an- 1 
other in bringing audiences and revenue to the television stations of a 
America, just as this same arrangement supports almost every news- anc 
paper and magazine in the country. They afford the varied enter- (K 
tainment and informational sources a broad opportunity for exposure W! 
to the vast general public. bbe 
Most important of all, they present the viewing public with a golden the 
opportunity to select, in the comfort of their own homes, from among 
the best presentations put up by all sources of programing, be they wo 
free or subscription. us 
One final word. Examining the merits of broadcast subscription - 
against a static backdrop of current television is both limited in scope or 


and unrealistic. Television’s brief history has been as dynamic and vis 
unpredictable as any industry of recent memory, but one singularly 
important piece of evidence has been confirmed by volumes of crystal 

clear statistics: 
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The public’s desire to be entertained and informed in its living 
room, in comfort and convenience cannot be denied. All that can be 
accomplished by delaying these FCC authorized demonstrations of 
broadcast subscription, is to effectively preempt the best, lowest cost, 
most convenient system of providing additional home entertainment 
from winning out in open competition. 

The resulting bill for any such unwise, uneconomic action will neces- 
sarily be paid by the American public. 

Thank you. 

The Cuarrman. Mr. O’Neil, thank you very much. Your entire 
statement will be included with the remarks that you have just made 
for the benefit of the committee. 

(The statement is as follows :) 


STATEMENT OF THOMAS F. O’NEIL, PRESIDENT, RKO TeELeRADIO PicTuREs, INC. 


My name is Thomas F. O’Neil. I am president of RKO Teleradio Pictures, 
Inc., and vice president and a director of the General Tire & Rubber Co., the 
parent organization. As a representative of RKO Teleradio, which is engaged 
in numerous activities in the entertainment, communications, and advertising 
business, I am presenting this statement to your committee to support the au- 
thorization for the demonstration of subscription television announced by the 
Federal Communications Commission in its report of October 17, 1957. 

It is the broadcasters, along with the equipment manufacturers and adver- 
tisers, who have made American television a world-recognized supermedium of 
public communication and entertainment. It would be economically and socially 
wasteful, as well as illogical, for broadcasters not to take their rightful place in 
the forefront of innovators who seek to broaden the base of television entertain- 
ment. 

RKO TELERADIO’S EXPERIENCE IN ENTERTAINMENT 


RKO Teleradio’s continuing interest in the fields of entertainment and adver- 
tising prompt us to volunteer this statement to your committee. This company 
has a long history as a motion-picture producer and distributor. Today, RKO 
is active in financing, producing, and distributing motion pictures for theatrical 
and television exposure in the United States and all parts of the world. Every 
day we examine figures relating to the current box-office situation, audience 
acceptance, and exhibitor reaction to films being offered. 

As the owner and operator of radio and television stations in various parts 
of the country, RKO Teleradio analyzes daily the results of programs broad- 
cast by stations and networks. We subscribe to many of the major research 
services in this field and initiate our own research projects and field tests to 
provide management with the necessary tools for evaluating the performance or 
anticipated performance of programs, formats, and talent. 

The RKO family includes some of the oldest and best respected stations in 
broadcasting. We own and operate 6 American radio stations and 4 television 
Stations: New York (WOR AM and FM, WOR-TYV), Los Angeles (KHJ AM 
and FM, KHJ-TV), Boston (WNAC AM and FM, WNAC-TYV), San Francisco 
(KERC), Washington, D. C. (WGMS AM and FM) and Memphis (WHBQ, 
WHBQ-TV). Our radio interests also include two regional networks, the 
Yankee Network serving New England and the Don Lee Broadcasting Sys- 
tem on the Pacific coast. Prior to August of 1957, RKO Teleradio owned 
the Mutual Broadcasting System, too. 

Since RKO Teleradio’s television group includes some stations that are net- 
work affiliated and others that are completely independent, it is possible for 
us to compare the problems in each kind of operation. In fact, we are con- 
stantly making management decisions relating to programing, sales, and op- 
erational policies for each kind of station. I believe it is pertinent here to 
mention the major differences we have found in programing a network tele- 
vision station versus an independent. 
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DIFFERENCES IN PROGRAMING NETWORK VERSUS INDEPENDENT TELEVISION STATIONS 


In Boston, WNAC-TY is a full-time affiliate of the CBS Television Network, 
As such, it receives approximately 50 percent of its programs from the net- 
work and complements this basic structure with syndicated film programs and 
local live or local film shows. The attractiveness of this station’s combined line. 
up brings many advertisers to the station in time periods other than those 
filled by network advertisers. In other words, the network is valuable in sup- 
plying programs, sales and attractive adjacencies which the station can pro- 
gram and sell on a local basis to national or local accounts. The station’s primary 
programing task is to offer a good, balanced diet of network and local pro. 
grams, maintain its local identity and intensify its audience loyalty and com- 
munity acceptance. 

In New York, WOR-TV is a completely independent television station operating 
in a market of 7 stations, including 3 network affiliates. As you can imagine, 
this station’s problems, and KHJ—TV in Los Angeles faces about the same situ- 
ation, are largely different from those of the network affiliate. We have made a 
substantial investment in programing for New York and Los Angeles. We have 
attempted any number of program innovations to compete with other stations in 
the market. After all, the viewer cares little for the name or number of the 
channel he is watching, it has been demonstrated over and again that “the pro- 
gram’s the thing.” 

Experiments with live programing in New York have proved to us that this 
cannot be WOR-TV’s programing staple. It is not possible, from the standpoint 
of station economics, to pay for important live programs when costs cannot be 
distributed in a number of other television markets, as is typical in network 
operation. For two seasons WOR-TYV presented live performances of Broadway 
plays. By repeating the same play every night for a week, the station did build 
a large audience at a fairly low cost per performance. But increased costs and 
increased competition made even this popular innovation unfeasible. 
RKO TELERADIO’S EXPERIENCE WITH 


FEATURE FILM ON TELEVISION 





This led RKO Teleradio to examine feature film as a possible programing 
focus. Through its Television division, which was negotiating for the license to 
release small packages of feature film to television stations all over the country, 
RKO Teleradio bought the television rights to first one group and then another 
of quality Hollywood films—the first of this caliber to be shown on television 
screens. With this headstart, WOR-TV, which purchased these films in New 
York, was able to develop the “million dollar movie” concept—programing the 
same high-quality film twice each evening, all week long. In this way, we found 
an independent’s answer to the crucial problem of programing. Naturally, this 
does not solve all of the station’s programing requirements, nor is it necessarily 
a permanent solution, considering the rapidity with which Hollywood's film 
libraries are being run off on TV. 

This other aspect of our business, dealing with film for television, is centered 
in the RKO Television division. As a supplier of television programs to net- 
works, individual stations, advertisers, and their agencies, this divison keeps 
a careful eye on the program requrements and specifications of its various classes 
of customers. In this regard, RKO Television is largely responsible for the ap- 
pearance of top-quality feature films on television. I have already described 
some of the details of its purchase of television licenses to 30 and then 17 addi- 
tional films of a quality previously withheld from television. Now let me tell 
you that this group of films has been purchased by 251 stations in 200 televi- 
sion markets. For all practical purposes, this is almost complete saturation 
of the television market. 

In the summer of 1955 RKO Teleradio made its well publicized purchase of the 
RKO Radio Pictures Corp. and released almost 750 additional features to the 
television stations of the Nation. This was the first major breakthrough—the 
first important Hollywood film vault opened in television. Since that time every 
major studio with one exception, has followed suit. In fact, this paved the way 
for a historic truce. Motion pictures and television, two industries which were 
unable to agree in any important regard, though they obviously had much to offer 
each other and the American public, began to come together, cooperating in the 
production and distribution of entertainment which the public had long awaited. 
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THE EFFECT OF FEATURE FILMS, A NEW PROGRAMING SOURCE, ON TELEVISION 


And how has this opportunity to purchase Hollywood’s total output prior to 
1948 affected American television stations? Many station owners and man- 
agers, including a large number who operate independent stations, claim these 
feature films are the lifeblood of their operation. They maintain that these 
films, and the methods they have devised for promoting, scheduling, and present- 
ing them, represent the difference between profit and possible bankruptcy. Our 
own observations woutd indicate that this statement is not farfetched., 

We have looked up two well-known feature film programs, one in Los Angeles 
and the other in Chicago. In each case, the station does remarkably well in at- 
tracting a large audience. For example, in Los Angeles, KTTV’s “Colgate 
Theater” on Fridays, 8-10: 15 p. m. is the second highest rated program in the 
market. It attracts almost as many viewers as all six competing stations com- 
bined. In Chicago, WGN, an independent like KTTV, programs its popular, 
long-running “Courtesy Theater” on Sunday night starting at 10 p. m. This 
program gives WGN higher ratings than any of the three opposing network 
stations are able to command. Stations need’ these high-spot programs to call 
audience and advertiser attention to their channels. 

Insofar as station business is concerned, both the Chicago and Los Angeles film 
shows are sponsored by prestige advertisers who seem highly pleased with the 
shows. In the case of WOR-TV’s “Million Dollar Movie” in New York, top 
national and local advertiers, represented by leading agencies, are always on 
the sponsorship roster. Right now, Best Foods Co., New York Telephone Co., 
R. J. Reynolds Tobacco Co., P. Ballantine & Sons and Sunshine Biscuit Co. are 
representative sponsors. And a competing New York network station, WCBS— 
TV, was expected to gross $11 millien in 1957 from feature film sponsorship, ac- 
cording to a Billboard article last year. 

As part of RKO Teleradio’s regular policy of researching and testing television 
programs, we had occasion in 1957 to commission Alfred Politz to study viewer 
attitudes in New York regarding feature films on television. Politz, whose 
sampling and interviewing techniques are respected throughout the business 
community, found that of 11 million New Yorkers, 10 million watch movies on 
television and 9 million had seen a feature film in the preceding month. Of 
these 9 million, 75 percent found feature films at least as enjoyable as other 
television fare and 39 percent of the 9 million found movies more enjoyable. 
Over 7 million of the regular movie viewers reported watching a feature film 
on TV every week; and 5.5 million said they watched features several times 
each week. 

All of the foregoing is cited to prove the importance of new programing sources 
to audiences, stations and producers. Broadcast subscription is such an impor- 
tant new source. We are certain it will prove beneficial to the public and the 
entertainment industry in a number of ways. To be more specific : 


KEY BENEFITS OF BROADCAST SUBSCRIPTION 


1. An additional program source bringing top box-office attractions into the 
home will enhance the value of the viewing family’s television set and enlarge 
every family’s opportunity to enjoy high-grade, diversified programing. 

2. The added competition of this new programing will undoubtedly spark 
present programers to more creative efforts, with resulting upgrading of tele- 
vision programs in general. 

3. Broadcast subscription will make independent stations stronger, network- 
affiliated stations more independent. It will be a factor in increasing the num- 
ber of stations in present TV markets and the total number of eventual tele- 
vision markets. 

4, Opportunities for testing and grooming new talent and program ideas will 
be provided by broadcast subscription. 

5. Traditional American entertainment forms, now in financial jeopardy, will 
be given a new lease on life. The public will thus have new sources of enter- 
tainment and cultural events—events which are not now, nor have they ever 
been, available in the comfort of one’s own home. 

6. Broadcast subscription will prove compatible with advertiser-supported 
television. No costly and wasteful new wired system is necessary or desir- 
able. And just as subscription fees and advertising dollars work together suc- 
cessfully to finance newspapers and magazines, under broadcast subscription 
these elements will operate smoothly to bring an expanded television service 
to the public. 








502 SUBSCRIPTION TELEVISION 







THE PRESENT STATUS OF SUBSCRIPTION TELEVISION 


Already, two basic concepts of subscription television, vastly different from 
each other, have come to the fore. Wired subscription, with its costly installa- 
tion problems, inherent incompatibility with present broadcasting facilities and 
lack of present Federal control, is one method. The other, broadcast subscrip- 
tion, makes use of the present system of air broadcasting. It is far less expen- 
sive to establish, easier to integrate with the present system and seems per- 
fectly capable of establishing a legitimate sphere of operation within the con- 
trol of the Federal Communications Commission. 

As a broadcaster, RKO stresses the importance of this compatibility between 
subscription broadcasting and the existing television system supported by ad- 
vertising. Any interference with the authorized limited demonstration of broad- 
cast subscription systems might lead to the entrenchment of a wired subscrip- 
tion system. This would mean increased costs for the viewer which are totally 
unnecessary and wasteful. The higher cost of transmitting wired subscription 
programs would be passed on to the viewer in the cost per program. Also, be- 
cause the wired subscription television operator is under no control, he could 
present free television programs as well, and at a low cost to the advertiser. 
Soon, he would have many of the better free TV shows. Then, it would be all 
but necessary for every home to pay the installation charge in order to receive 
the wired subscription service, even if those families chose to watch only the 
free programs. 

The proponents of wired subscription are already in operation and are threat- 
ening to monopolize program sources for box-office entertainment. It is urgent 
that broadcast subscription be given a real opportunity to compete with this 
more costly system. 

If the television licensees around the country are forbidden from engaging in 
competition with the wired system even under limited, controlled test conditions, 
they obviously cannot prevail. If, as is proposed, the limited demonstrations 
are permitted to proceed as scheduled, there is every reason to expect a blending 
of free and subscription programs which will enhance the audience’s opportunity 
for choice. This is why broadcast subscription will provide added competition 
and wider selection for the viewer; while wired subscription could easily reduce 
the number of stations and opportunities for entertainment now present. 

Under a wired subscription system, with no regulation by the Federal Com- 
munications Commission, or a body of similar stature, the public would be the 
biggest loser. If the cost of wiring a home into the system became an important 
criterion, as it would, one could assume it would be a long time before distant 
areas or sparsely settled communities were included in a wired subscription 
system. These homes might find it economically impossible to get television 
reception of any kind. 

The broadcast subscription system encourages free enterprise and expanded 
competition under FCC control and the watchful eye of Congress. As I under- 
stand the FCC decision, the Commissioners are, in essence, proposing a fair test 
of the various systems to “afford much needed opportunity to enable the public 
tu register its own judgment with respect to the subscription television service 
offered and to obtain data and information which would assist the Commission 
to determine the probable competitive impact of a subscription television service 
upon the free system.” 

As businessmen, charged with the stewardship of stockholders’ investments 
and the correct management of those funds in operating a number of business 
enterprises, we fully understand and agree with the FCC position. There has 
been a great deal of conjecture as to the probable impact of a broadcast sub- 
scription system. Without an actual performance record in a fully competitive 
murket, under reasonably normal conditions, even though limited, it is im- 
possible to judge accurately the merits of such a system. 

Opponents of broadcast subscription are voluble in describing the dire conse- 
quences of subscription television. Their arguments are not unexpected; nor 
are they undistinguished by the total absence of logic. Yet, their syllogisms and 
prophesies sound somewhat familiar. They present a chorus whose refrain 
earries an old, familiar melody. We heard it with regard to the anticipated 
effect of the new radio industry on the phonograph and record business, and, 
later it sounded again to predict the doom of radio, print media and motion pic- 
tures at the hand of that terrible infant, television. Certainly these predictions 
proved to be far from the mark. What happened then can happen now. An 
increased public appetite for entertainment, and increased leisure hours in which 
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“to enjoy the fare, affords ample room for all present media and whatever new 


ones the public will accept. 

At this time we can no more easily paint a ataliiiies of a broadcast subscription- 
orientated-nation than can the opponents of this system. We can, however, lightly 
sketch in the anticipated results of such a system in areas with which we have 
daily business contact and some appreciation of problems and general conditions. 


THE BENEFITS OF BROADCAST SUBSCRIPTION 


If a small town, far removed from the mainstream of major entertainment 
were suddenly to build a fine municipal coliseum and find a means of attracting 
a steady stream of outstanding performers, this would have much the same effect 
on that audience as the appearance of broadcast subscription in that community. 


Broadcast subscription will expand the current advertiser-supported television 


programing service. It will bring box-office events to television which, by their 
nature, free television cannot bring on a regular basis. It will supply mass 
entertainment events which have never, or rarely, or not recently been seen on 
television. It will sharpen the competition for audiences and improve the re- 
sulting pay and free programs. 

Compatible broadcast subscription’s salutary effect on viedo programing has 
already been documented in a number of ways. Programing scope and methods 
for determining audience acceptance will be immeasurably better. Local sports 
favorites, cultural events, full dress musical comedies will come into the home 
as often as the family elects them. Opportunities for experimentation and se- 
lective programing will be enhanced. 

There is every likelihood that we will see a marked improvement in the cur- 
rent rerun system, whereby programs which have already been viewed by a large 
portion of the potential audience, return to annoy and frustrate the viewer 
whose alternatives, especially in summer months, may be merely other reruns 
on competing stations. Last summer there were a number of situations in which 
at least two of the networks were programing reruns in the same time period. 
In at least 8 prime evening time periods (Tuesday 9:30, Tuesday 8:30, Friday 
$: 30) all 3 networks offered programs that had been viewed before. 

If past performance is any guide, the stimulation of additional competition 
for the audience, and the additional search for new program ideas and concepts, 
will deter present programing sources from the kind of follow-the-leader pro- 
gram building which is decried by so many critics and layviewers. 

John P. Cunningham, president of Cunningham & Walsh, a veteran advertis- 
ing agency, is reported in a December 1957 Sponsor magazine article as saying: 

“The boredom factor causes dial-twitching, vacant-minded viewing, lower 
ratings and, as far as TV advertising is concerned, less penetration-per-skull- 
per-dollar * * *. Boredom is being further compounded by imitation. The 
core of the content of TV seems to move in massive waves of imitation, some of 
which I believe is creatively dishonorable * * *. The index of boredom has been 
increasing. People are long suffering. They will watch programs that bore, but 
tune out their minds, which is bad for advertising.” 

Mr. Cunningham’s findings are based on his agency’s longstanding experiment 
in New Brunswick, N. J., which they call Videotown ani which they have sur- 
veyed annually for the past 10 ye ars as part of a continuing study of television’s 
impact on the public. The agency’s latest report, quoted in Broadcasting, De- 
cember 9, 1957, concludes : 

“In the future, television viewing will follow a series of high level cycles. The 
movement will be influenced partly by social and economic changes which keep 
people at home or attract them away from home, but mostly by programing. 
The all important determinant for audience size is the creative vitality of TV 
programs.” 

Another, less obvious, program improvement which broadcast subscription 
will bring to the public is concerned with the presentation and treatment of 
controversial or provocative themes. Advertiser-supported television, by its 
very nature, interposes a protective screen between the creative talents of 
writers and producers and the viewer. For any of a hundred reasons that have 
nothing to do with the merits of the program itself, a program may not be able 
to pass muster with a company whose business is to satisfy customers of all 

shades and degrees of learning, thinking, and emotion. Also, many shows which 
do have great regional appeal, but are not truly national attractions, and are 
not available under the current network system, might profitably be added to 
the roster of broadcast subscription stations. This would mean another program 
service to complement the present television schedule. 
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If the American public is to realize the full promise of television, that is, 
beyond a three-station system in the top hundred markets, we must have broad- 
‘ast subscription. It is our experience in operating independent television sta- 
tions in major markets that high-grade competitive programing, which audiences 
and advertisers will support, is hard to find. Broadcast subscription represents 
an important new program source, largely untapped. We believe it will make 
independent stations stronger and more competitive with network affiliates. Sub- 
scription broadacsting can also make the network affiliate stronger and more 
independent of the network. As a corollary, we expect that the emergence of 
broadcast subscription will bring more stations to television and more markets, 
too. And when you have overcome the vicious cycle of inferior programing, low 
audience, inadequate sponsorship, small revenue, and so forth, by inviting publie 
support of hitherto untelevised box office attractions, you have gained an oppor- 
tunity to establish a welcome added program service to an existing television 
community or a brand new one. And to the benefit of the public. 

As the operator of radio stations and radio networks with anywhere from 3 
to 30 competitors, RKO Teleradio knows the importance of attractive and differ- 
ent programing. Certainly radio’s program sources have always been more diver- 
sified than those for the more demanding television screen. Perhaps that is why 
radio can support 6 times the number of TV stations. As we see it, the key to 
television’s full potential in numbers of viewers, stations, and markets, lies in 
the development of new programing sources to complement existing ones. 


GREATER CREATIVE OPPORTUNITIES AND A NEW PROVING GROUND 


It has been our experience that new market places always bring with them 
new products and services. We anticipate that broadcast subscription will open 
tremendous opportunities for creative people to display their talents in innumer- 
able fields of entertainment and information. The tremendous pressure which 
exists in the motion picture field for “playing it safe’ will not exist in like 
degree. Nor will advertiser pressure to “play it safe,” and thus gather the 
highest ratings, exist in like degree. That tremendously important proving 
ground, and the respect, for new ideas and new performers will exist once again. 
There is the greatest need for this today. A recent Variety article, discussing 
this matter, pointed out: 

“Lack of new and appealing personalities has long bothered Hollywood. 

“Talent heads are aware, however, that the mere casting of a newcomer in 
good parts isn’t enough to make a real dent with the public. There are per- 
sonalities like Pat Boone and Elvis Presley, who have been borrowed from other 
mediums, who accentuate their draw on the screen. 

“But, in many instances, the new faces are seen once or twice, and then dis- 
appear again. What now concerns industryites is how to build up real stars with 
a drawing power comparable to that of Clark Gable, Lana Turner, Cary Grant, 
and other top players that in the past have commanded attention almost regard- 
less of the picture they were in.” 


” 


IMPACT ON MOTION PICTURE PRODUCERS AND OTHER PROGRAM SOURCES 


For some of the traditional sources of American entertainment, the develop- 
ment of broadcast subscription might well prove their salvation. Motion picture 
producers, sports promoters, and those impresarios of cultural events whose 
box-office has slipped perceptibly in recent years, because of increased competi- 
tion for the leisure hours, look upon this new method of distribution as an oppor- 
tunity to reestablish their attractions with a willing public whose availability is 
simply not what it used to be. 

Let us speak about the motion picture producers and distributors, because 

their problems are the ones we understand best. In the last 10 years attendance 
at motion picture theaters has been cut in half. From approximately 90 million 
admissions per week, the audience has dwindled to an estimated 45 million. 
Annual film rentals paid by United States theaters in 1948 totaled $541 million. 
sy 1956, this had been reduced to $390 million and the number of feature films 
released in the United States dropped from 366 in 1948, to 272 in 1956. Yet, in 
that same period, United States distribution costs for salaries alone rose from 
$33 million to $45 million. This is the published record of the industry as 
reported in Film Daily Yearbook. 

Obviously, the motion picture industry needs a new approach to the market. 
Obviously, distribution costs and systems which at one time may have been satis- 
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factory, no longer apply. Obviously, subscription broadcasting will give the 
motion picture industry access to the American public in a new streamlined way, 
which will reduce the extraneous costs and permit a greater proportion of the 
investment to go into entertainment values which will show on the screen. In 
our opinion, audience attrition at the theaters is not a vote of no confidence in 
motion picture entertainment. The television ratings of old feature films will 
attest to that, and the box office figures on such fine recent productions as Giant 
which Variety reports grossed $12 million for its producer, underscore the 
public’s desire to see good films. The problem centers around an antiquated 
system of bringing the consumer and the product together. Subscription broad- 
casting will solve this problem—and it will solve another one, too. 

In recent years it has become uneconomic to make feature films directed at 
the American public alone. The importance of the foreign market has grown, 
or more correctly, the importance of the domestic market has dwindled, to a 
point where foreign revenues, according to Standard & Poor’s industry survey 
of November 7, 1957 (section 2), now account for about 50 percent or more of 
producer income. This has put a virtual stop to screen treatments of subjects 
which Americans enjoy, but which have poor reception abroad. Included in 
this category are stories dealing with certain phases of American history, sports 
pictures which used to be so popular, and other wholesome themes which are 
by design, more meaningful to audiences in the home country. In other stories 
which are produced, it is often necessary to omit or rewrite some material 
which might make the film less popular overseas. With the support of broad- 
cast subscription audiences, the motion-picture producers could, once again, 
include in their schedules films of particular merit or interest to purely American 
audiences, 





EVIDENCE REFUTING THE ARGUMENTS OF BROADCAST SUBSCRIPTION’S OPPONENTS 














There will be no blackout of television service.—In its broad sense, we take 
this blackout business to mean that the opponents claim there will be a diminu- 
tion of television service to the Nation. The exact opposite will happen. In 
the first place, broadcast subscription will give television stations a chance 
to attract “the missing third’ who are not watching television even in the 
peak viewing hours. Of course, some of these families are away from home. 
But others of these families have just not found a program of sufficient interest 
to cause them to turn on the set. The “blackout” argument assumes current 
saturation of all markets and maximum viewing by each family. 

How can we assume this? In 1950, the average family spent 5 hours with 
radio and the newcomer, television. In 1953, the average family spent 6 hours 
with radio and television in combination. In 1957, and these are all comparable 
Nielsen research figures for January of each vear, the average family gave over 
7 hours per day to television and radio. Ve believe broadcast subscription 
programs will add to this daily total of viewing and listening, not subtract from 
it. And with half as many homes not viewing, as are viewing, even during the 
peak evening hours, there is ample room for improvement. 

Here is another piece of evidence which indicates how audiences find addi- 
tional time to tune in and enjoy new and appealing programing. In New York, 
Sunday evening television, after the 11 p. m. news, has become a great battle- 
ground for feature films. One station vies with the other for rating superiority 
and actually 6 of the 7 channels are usually programing feature films. This 
has turned into an audience field day. Without sacrificing rating points in 
any other part of the evening, the New York stations, comparing the same 
months in 1955 and 1957. have been able to increase the viewing audience between 
11:15 p. m. and 12 midnight on Sunday from 12.8 percent in 1955 to 27.8 percent 
of New York’s TV homes according to Pulse reports for 1957. Again, you see a 
new programing development adding viewers to the existing audience. 

And remember this, broadcast subscription brings boxoffice events into the 
home, The saving in going-to and coming-from time can be added to the hours 
in which a family is normally available for free television programs, 

Talent siphoning is less likely than talent building.—Broadcast subscription 
is interested in bringing to television those programs and talents which TV 
does not have and, under its current economic setup, is not likely to get. These 
are the programs the public will be willing to pay to see. True, some of these 
performers have appeared on television. Most of them appear in most or all 
major mediums within the same year and could add several broadeast subscrip- 
tion appearances with little if any effect on their other commitments. Here are 
some examples of the recent appearances of some leading entertainers : 
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Bing Crosby : Network television, motion pictures, network radio, records, 

Jerry Lewis: Network television, motion pictures, network radio, records, 
personal appearances. 

Pat Boone: Network television, motion pictures, records, personal ap. 
pearances. 


Incidentally, not too long ago, it was claimed that television would eat all the 
talent and material that radio could provide, and that no television star would 
deign to appear on radio again. Well, today, listed as regular network radio : 
performers are such all-around entertainment (including television) stars ag will 
Bing Crosby, Jerry Lewis, and Arthur Godfrey. Meanwhile, here is the 1957 ligt 40 b 
of the top 10 motion-picture stars, according to the Motion Picture Herald scrip 
poll: Rock Hudson, John Wayne, Pat Boone, Elvis Presley, Frank Sinatra, Gary homé 
Cooper, William Holden, James Stewart, Jerry Lewis, Yul Brynner. view 

Half of the names on this list, and most of the next 15 in popularity, make view 
only rare appearances on television as do perennial Hollywood favorites like incre 
Danny Kaye, Gary Grant, and James Cagney. And incidentally, who siphoned Nc 


off Jimmy Durante, Donald O'Connor, Jackie Gleason, Milton Berle, Red Buttons, telev 
et al.? whe! 


Broadeast subscription is more likely to build talent than to siphon it. In conc 
an earlier part of this report we discussed the proving-ground possibilities of dive 
this medium. In still another paragraph, reference was made to WOR-TV’s Th 
Broadway-TV Theater which presented full-length plays live, locally, and won free 
a Sylvania award for definite contribution to creative television technique. Al- adva 
though this program could not survive under the economics of advertiser- ViS1O 
supported television, it could succeed as a broadcast subscription program. Some effec 
of the well-known plays included in that series were Angel Street, Death Takes Thor 


a Holiday, Rebecca, and Twentieth Century. All told, the series ran 110 weeks, remé 


In addition to this aspect, broadcast subscription can play an important role inhe 
in developing local and regions! talent who may go on to national prominence, Tho. 
Certainly, this was the history of Arthur Godfrey, Dinah Shore, Dave Garroway, in t 
Henry Morgan, Robert Q. Lewis, and many more who started in local radio, whi 
where they built the reputations and polished repertoires that led them to star- the 
dom. The present television system is not doing this. Few local TV names have Tl 


graduated to positions of national recognition. Yet, this is a vital function in prog 
the perpetuation and improvement of large-scale entertainment for the public. a fr 


The division of the audience along economic lines would be lessened.—Of flow 
course, we are speaking of the division of all audiences at all kinds of entertain- 
ment. Certainly, we want to examine television in its proper perspective, in its 
relationship to our whole economy. It is true that broadcast subscription pro- 
grams will carry a charge. To say that this robs the lower income family of the 
opportunity to see certain programs is to pick one element out of context and to 
deny the basic facts of economic life. Families of low income as well as those 
of high income spend money for recreational activities. In fact the extensive and 
impressive Politz study for Life magazine, recently released, states that the 
average family with income under $2,000 per year spends $98 per year on 
recreational activities, while the average family whose income exceeds $10,000 
per year spends $513. 

By offering box office entertainment in the home at a fraction of the price 
required at the box office, not to mention the saving in fringe costs like transporta- 
tion, babysitters, etc., low-income families will be able to see many times the num- 
ber of box-office events that are currently possible within their budget. This 
means broadcast subscription will actually make possible a greater democratiza- 
tion of the audience. The typical evening at a local entertainment, with its 
extraneous costs of, say, $1 for a baby sitter and another 50 cents for parking or 
transportation, plus the dollar or two for a couple’s tickets, cay be reduced from 
around $3 to 50 cents or a dollar. Everyone will be able to see the great plays, 
movies, sports events, and cultural presentations in the comfort and convenience 
of his own home. 

Expansion of the number of television stations and markets is practical and 
possible-—As a former shareholder and operator of the Mutual Broadcasting 
System, we have often heard the argument raised by the other networks, in 
radio, that it wasn’t necessary to be in all those hundreds of little markets, when 
the big-city powerhouse stations covered those areas just as effectively and more 
economically. 

3ut we knew then, and know now, that for millions of listeners in search of a 
local flavor in their radio programs, and for dozens of advertisers who recognize 
the value of association with this type of unique service, there was and is a 
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reason for multiplicity of stations beyond the major markets. We believe this is 
equally true in television * * * and I believe broadcast subscription will help to 
develop these important new stations, 

All programs on stations affiliated with a broadcast subscription system will 
not wind up as pay programs for practical reasons beyond any legal restrictions 
that may be adopted.—First of all, there is a saturation point beyond which fam- 
ilies will not pay for broadcast subscription. Since estimates average at higher 
than 25 cents per hour as the cost of broadcast subscription, the average family, 
willing to spend an estimated high of $10 per month, will get something less than 
40 hours per month of paid entertainment. The hours spent in viewing sub- 
scription programs may come from any number of other pursuits, in or out of the 
home. Therefore, the average 180 hours per month of current family television 
viewing time can be expected to remain substantially the same, with overall 
viewing time, free plus subscription, increasing, just as family audience hours 
increased when television joined radio as a family home entertainment medium, 

None of the estimates anticipates the kind of spending that would warrant the 
televising of a full schedule of pay programs. Also, there is not available any- 
where near that much suitable programing. No, broadcast subscription will 
concentrate on reaching its dollar maximum with a limited number of events, 
diversified enough in content to prove attractive to all subscribers. 

The hours that precede and follow a subscription event will be most valuable 
free programing time. It is a show-business maxim to gather the audience in 
advance and provide a warmup for the big performance. Certainly in tele- 
vision, the audience one gets from the preceding program will have an important 
effect on the size of one’s own audience. Let us look at a case in point. Danny 
Thomas moved from the ABC-TV Network to CBS-TYV this season. His format 
remained about the same. His competition did not decrease too much. But his 
inheritance from the preceding program almost doubled. The result: Danny 
Thomas’ audience more than doubled over the same Nielsen reporting periods 
in the preceding year. There is a Nielsen study, conducted several years ago, 
which shows that 60 percent of the audience for evening programs comes from 
the preceding program on the same station. 

The. program that follows can benefit, too, because after the subscription 
program is broadcast, the station will have a huge audience in its lap, which 
a free program can inherit, simply by providing an attractive format. Audience 
flow and audience habit are factors which can benefit a proper blending of free 
and subscription programs. 

These program opportunities will oceur in all hours of the day, because broad- 
east subscription will not occupy only prime evening hours. Some box-office 
events are traditionally daytime affairs and will probably remain such. Other 
programs, carried live, will arrive in different time zones at different hours 
and in different day parts . Broadcast subscription will be a boon to the station 
which uses it wisely and programs around the few big events with car. The sta- 
tion’s increased revenue, and the greater economic stability that results from 
the pay programs, will make it easier for licensee to do a more expert job of 
free programing both for sponsors and public service. And, in the final analysis, 
the television licensee will control all programing on the station, and will con- 
tinue to be responsible to the FCC for programing the station in the public in- 
terest, convenience, and necessity. 

— 
IMPORTANCE OF THIS LIMITED DEMONSTRATION AS AN OPPORTUNITY FOR RESEARCH 
AND DEVELOPMENT 


RKO Teleradio, like most American business corporations, engages in research 
and development programs as a continuing practice of management. Without 
access to the laboratory and the market place, it would be impossible to keep 
pace with changing demands and changing conditions in our markets. Many 
of the inventions and most of the innovations which have been incorporated 
into business and industry have resulted from a need uncovered by one kind of 
research or another. That is why this FCC authorized demonstration period 
represents a minimum fair test of the broadcast subscription system. 

The only prior attempt at scientific appraisal that we are aware of was the 
Zenith 90-day test in Chicago in 1951. And this test certainly indicated a strong 
measure of public acceptance for the idea. By now, committee hearing rooms 
in both Houses of Congress resound with the speculative hypotheses of broad- 
cast subscription’s proponents and opponents. No one ean be absolutely certain 
of his contentions, no matter how honestly held. 
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At best we are locked in an area of honest disagreement that only Visible, 


factual evidence can untangle. 


Let us proceed to the public market place and 


in traditional American fashion, let the people decide. 


APPENDIX 


Dominant feature film programs on selected independent stations 


Month 


LOS ANGELES, KTTV, COLGATE THEATER, FRIDAY 8 P 


. M.-CONCLUSION 


Rating | Homes using | Share 
| television 
j sates ciiiiisdeeatabeadinhan lanl ietmnneregsinne canbe ania escapes ‘ a 
Percent 
January ; 27.8 | 62.1 | 44.8 
February 28.9 61.7 | 46.8 
Moareh..i-i- ep Site MRE ts Bi bon 31.4 | 66. 2 47.4 
BD os vind ae ee ee 28.2 | 65.1 43.3 
May.. d 21. 4 | 66, 1 32.4 
June-_- 22.1 | 69.7 31.7 
Average 26.6 | 65.2 el 40.8 
CHICAGO, WGN, COURTESY THEATER, SUNDAY 10 P. M-CONCLUSION 
January 18. 1 46. 3 39.1 
February 24.9 45.2 55.1 
March. 22.2 52.8 | 42.0 
as Fs sates x ois een ~s| 15.2 | 47.5 32.0 
Tc ses tm | 13.9 50.9 27.3 
June } 13.5 47.5 28.4 
Average 18.0 18.4 a $7.2 
Source: Telepulse, 1957. 
WOR-TYV, New York, MILLION-DOLLAk Movie 


ADVERTISERS AND 
Advertiser 

American Tobacco Co__- a 
Associated Products, Inc___- 
C. F. Mueller Co___ 
Rival Packing Co 
Helaine Seager Inc____-_- 
Sachs Quality Stores, 
Lewis-Howe Co 
Bristol-Myers O02... ook ee 
Robert Hall Clothes, Inc. 
"Tee Bee Ae UO ob on ne 
Bost“ Poets; Tac? soc... : 
New York Telephone Co.” 
P. Ballantine & Sons’ 
Sunshine Biscuits, Inc’ 
Procter & Gamble___- 


ae ; 


Diamond Crystal Salt Co 
Dormin, Ine 
Duffy-Mott, 
Lee Limited_ ica z 
Liggett & Myers Toba 1cco Cc Oo 
Philip Morris, Inc sneaks mie 
Sreraee tre, INC... cen 
Wee CNN Sh 
Pacific Coast Borax. Co_.....___--.-~- 
Welch Grape Juice Co., Inc.*____- 
R. J. Reynolds Tobacco *_____-_- 

1 Based on 1957 McKittrick. 

2 Current advertiser (January 1958). 


Inc 


AGENCIES FROM 


INCEPTION OF PROGRAM 


Agency? 
_._ Batten, Barton, Durstine & Osborne. 
Grey Advertising. 
Calkins & Holden. 
MecCann-EFrickson. 
Dunnan & Jeffrey. 
__.. Direct. 


Dancer-Fitzgerald-Sample. 
.. Young & Rubicam. 
_.. Frank B. Sawdon, Ine. 


: Erwin Wasey, Ruthrauff & Ryan. 
.... Dancer-F itzgerald- Sample. 
Batten, Barton, Durstine & Osborn. 
William Esty. 
Cunningham & Walsh, 
_... Compton Advertising. 
Grey Advertising. 
. Ogilvy, Benson & Mather. 
Harry B. Cohen. 
Young & Rubicam. 


Ine. 


..._. Direct. 
Dancer-Fitzgerald-Sample. 
N. W. Ayer 
_. Dancer-Fitzgerald-Sample. 


oe Morse International, Ine. 
‘ McCann-Erickson. 
Richard K. Manoff. 


William Esty. 
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NEW YorxK’s 10 MILLION TELEVISION MOVIE VIEWERS 








le, 
nd This study was conducted in the 17 counties in metropolitan New York during 
April 1957 and is projectable to 11,420,000 people over 11 years of age. 
Enjoyment of movies compared with other TV programs 
[Base: Movie viewers in 4 weeks] 
“an | Percent | People 
= a —| a 
More enjoyable-__- cuirenel 39. 4 3, 592, 000 
na About the same. oo 36. 2 3, 310, 000 
Less. 18.1 1, 654, 000 
Don’t know . = 6.3 574, 000 
4.8 I 
6.8 — sa = — ne oe ee ee a ee ee 
7.4 , 7 . . 
3.3 Frequency of movie viewing 
2.4 
1.7 [Base: Movie viewers in 4 weeks] 
0.8 
2 Percent People 
Frequent viewers (several times per week | 59.7 | 5, 454, 000 
a Regular viewers (about 1 time per week 19.2 1, 755, 000 
1 Occasional (less than 1 time per week) : : 21.1 1, 921, 000 
5. 1 iu shi 
2.0 , mer . . ' ain 
2.0 Source: WOR-TV, A Survey Conducted by Alfred Politz Media Studies, 1957. 
.3 
3.4 Selected summertime periods showing reruns 
2 —— oe 
_ Time period ABC NBC CBS 
Tuesday —9:30-10 p. m Telephone Time (R Show fora Summer Eve-| Spotlight Playhouse (R). 
3 reruns. ning (R). 
Tuesday —8:30-9 p. m Wyatt Earp (R Panic (R) Private Secretary (R). 
3 reruns. 
Wednesday 
99:30 p. m. (ABC | Adventures of Ozzie | Kraft TV Theater Millionaire (R 
and CBS and Ilarriet (R), 
910 p. m. (NBC) 
2 reruns 
8:30-9 p. m. (ABC | Navy Log (R Father Knows Best (R).| Vie Damone 
and NBC). 
8-9 p. m. (CBS). 
2 reruns 
Friday —8:30-9 p. m Crossroads (R Life of Riley (R) Destiny (R 
3 reruns 
: 
i 
R= Rerun 


Nielsen Television Index—I] August 1957 


Arerage radio-TV usage per home per day—Total United States radio homes 


In hours and fractions of hours 


ry Radio rota 
January 1950 0. 49 1.73 ». 22 
January 1953 2.71 3. 1 ). 87 
January 1957 5. 00 2. 20 7. 20 


Source: Nielsen Radio Index. 


) 


Vew York homes using television—Sunday, 11:15 p.m. to 12 midnight 


Homes using 


Months: television 
March—May 1954 12.8 
Mareh—May 1957 ; 27.8 


Increase in homes using television: 117 percent. 
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New York stations programing feature films—Sunday, 11:15 to 12 midnight 


Number of stations 
Months: : 
: Pp 
ee es ee _ 
March-May ead sb Lie eee as be ee a ee 6 


Source: Telepulse. 


Some Tor Box-Orric—e ATTRACTIONS WHO PARTICIPATE IN MANY MAJoR 
ENTERTAINMENT MEDIA 
Bing Crosby : 
Television: Guest on CBS-TV and ABC-TV 
Radio: CBS 
Motion pictures: MGM 
Records: Decce 
Harry Belafonte: 
Television: Guest on NBC-TV and CBS-TV 
Motion Pictures: Twentieth Century Fox 
Personal Appearances: Night Clubs 
Records: RCA Victor 
Pat Boone: 
Television: ABC-TV 
Motion Pictures: Twentieth Century Fox 
Personal Appearances: Night Clubs 
Records: Dot 
Jerry Lewis: 
Television: NBC-TV 
Radio: NBC 
Motion Pictures: Paramount 
Personal Appearances: Night Clubs 
Records: Decca 


Morion PIcTURE HERALD ANNUAL POLL or ExnIsiror :—Torp MONEYMAKING STapa 


EXHIBITORS CHOICES 


1. Rock Hudson 14. Marlon Brando 
2. John Wayne 15. Burt Lancaster 
3. Pat Boone 16. Glenn Ford 

4. Elvis Presley 17. Doris Day 

5. Frank Sinatra 18. Cary Grant 

6. Gary Cooper 19. Clark Gable 

7. William Holden 20. Elizabeth Taylor 
8. James Stewart 21. Audie Murphy 
9. Jerry Lewis 22. Jeff Chandler 
10. Yul Brynner 23. June Allyson 
11. Kim Novak 24. Ingrid Bergman 
12. Deborah Kerr 25. Kirk Douglas 


13. Debbie Reynolds 
Source: Motion Picture Herald, Dec. 28, 1957. 


CONSUMER EXPENDITURES—RECREATION AND RECREATION EQUIPMENT 


Average annual household expenditures by average annual 
household income 


nn ae aoaind aie ea adnan a enaad ae $215 
RF santa Dre ine pin Sk SiS Sucliale 98 
ee ie acetate dries rennin eh eno eam en Sane nn enn ti Pie eee 138 
OE SO” — Bre OR tne ee re 
DE Se ian tsi ddacbanddnnanmatimnmion ee a eee ae 233 
intl ace minicinasl eae ening evepnnip easement ili a Sea 
I native semen en entation 322 
$10,000 or more..__.-.-------~----------------------------------------- 513 


Source: Alfred Politz Research, Inc., study of consumer expenditures for Life, vol. 1, 
1957. 
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The importance of audience inheritance 


—_ ae - - - — wes a amen ones SSE 


| Total Total 
Nielsen report dates Net- Preceding program audi- | Program audi- 
work | ence ence 
| rating rating 
RSENS aS —_— 
Oct. 2 to Dec. 1, 1956......| ABC | Bold Journey, Monday, 15.0 Danny Thomas, Mon- 15.2 
7:30 to 8 p. m. day, 8 to 8:30 p. m. 
Oct. 2to Dec. 1, 1957_...... CBS | Godfrey’s Scouts, 25.0 | Danny Thomas, Mon- 36.8 
Monday, 8:30 to 9 | day, 9 to 9:30 p. m. 
| p. m, | 





Source: Nielsen ‘Television Index. 


The Cuarrman. May I inquire if there are any questions by any 
member of the committee. 

Mr. Wotverton. I would like to ask one question. 

The Cuatrman. Mr. Wolverton, 

Mr. Wotverton. Mr. O'Neil, there are many statements that you 
have made that would be a proper subject of inquiry but because of 
the limitation of time it is impossible for us to take advantage of the 
situation. 

However, there is one question I would like to ask in which I have 
always had a very great interest. References are made to the homes 
using television or to the number of people using television at particu- 
lar times; how is that determined ¢ 

Mr. O’New. In the first place, in the various television surveys, of 
which there are countless ones, as you know, the rating that they put 
down is based on an index of the number of television homes that are 
looking at a particular program. 

For example, if I Love Lucy, has a 30, that means that 30 percent 
of all the television homes were tuned in to that program at that par- 
ticular time. 

Mr. Wotverron. That is the very point that I am trying to make. 
Taking myself as an individual, how do you know what program I am 
looking at in order to make an estimate of the number of people that 
are looking ? 

Mr. O’New. I might answer that this way: That the survey sys- 
tems that are used use a very small sample and that this is one thin 
that a subscription television thing would correct, because you woul 
have an actual record of the programs that were looked at by the peo- 
ple by the simple expedient of having them pay for the particular pro- 
gram that they wanted. 

Mr. Wotverton. I can understand that, but I am saying under the 
present system, how do you estimate how many people are looking at 
a program? You speak of surveys. How do the surveys determine 
that question ? 

Mr. O’Netw. We are not necessarily in the survey business, but in a 
survey such as the Nielsen survey, ora Hooper survey, or a Pulse 
survey, they take a certain amount of people, sample people. They 
might take, in a market the size of New York, for example, a thousand- 
person sample and then they extend. 

For example, if 300 of those people were listening to I Love Lucy, 
they then decide that of the 414 or 5 million television homes in New 
York, 30 percent of them are listening to I Love Lucy. 

Mr. Wotverton. How do they make the sample? 
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Mr. O’Net. This is done by various ways. You have what they 
call a diary sample in which they might give you a piece of paper 
to work out. They might do it by telephone. Nielsen has a gadget 
which they put into the set called an audometer and this actua ly 
registers. 

However, the cost of this thing is so great that they, of course, have 
a very limited sample, but this is a very accurate one. This is a little 
bit better possibly. I am not trying to lobby for Nielsen, but itis q 
little more accurate than the telephone type or the recall method which 
is a diary on programs of last week. 

For example, I don’t believe that this is a foolproof system. How. 
ever, it is a fairly good indication of what the audience may be. 

Mr. Wotverron. Do they register applause / 

Mr. O’New. They do not register any when there isn’t any, anyway, 

Mr. Wotverron. I did not know how to distinguish between ap- 
plause which is natural and that which seems to be manufactured. I 
will not pursue it any further, but I assure you I am still interested to 
get an answer to the inquiry. 

Mr. O’Nen.. I think that it is a very valid question, Congressman, 
and if you get a sufficiently adequate answer I wish you would convey 
it to me, because I find myself somewhat puzzled by it, too. f 

The Cuatrman. Thank you very much, Mr. O'Neil. 

(Mr. O'Neil later submitted the following additional information:) 


RKO TELERADIO PICTURES, INC., 
New York, N. Y., January 30, 1958. 
The Honorable Joun W. HESELTON, 
House of Representatives, Washington, D.C. 


DeAaR Mr. HESELTON: Thank you for your interest in RKO Teleradio’s testi- 
mony on broadcast subscription tests before the House of Representatives’ Comm 
mittee on Interstate and Foreign Commerce. I am sorry that time did not permit 
you and the other members of the committee to ask questions based on the state- 
ment and all the other information you have gathered on this subject. 

I have forwarded 60 copies of this letter to Chairman Harris so that it may be 
included in the record and copies may be distributed to members of the committee, 
Now, in answer to your questions, we will first state the quote to which you make 
mention and then comment on it. 

Very truly yours, 
T. F. O’NEn. 


1. “It (this new program source) will complement the existing advertiser- 
supported system.” 

Network economics are such that 100 advertisers buy over 90 percent of net- 
work television time, 25 advertisers buy almost 60 percent and the 10 largest 
advertisers control nearly 40 percent. Today, advertisers seeking relief from 
some of their television commitments are finding it difficult to enlist replacements. 
According to this week’s Advertising Age (January 27, 1958), relief-seeking net- 
work TV sponsors continue to have no luck in finding somebody to take unwanted 
television shows off their hands. The article goes on to point out five current 
examples. 

Since advertising expenditures are so sensitive to general business conditions 
and television is such an important medium consideration in large companies 
dealing with consumer goods or services, one may seriously ponder the state 
of network economics if there is a continuation of the business downturn. 

Surely, a separate source of program revenue, not subject to the same pressures 
or prejudices as presently operate, will complement and broaden the economie 
base of television, providing a more substantial and varied program schedule 
than could ever be possible under network auspices alone. 


») 


2. “It will further diversify the viewers’ opportunities for program choice.” 
Broadcast subscription programs will need to be better than, and different 
from, free programs if they are to attract a satisfactory audience. Current 
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programing, with its indirect payoff to the advertiser, requires great mass ac- 
ceptance or tolerance of the program, since ordinarily only a small portion of 
the audience can be expected to act on the advertiser’s message. Broadcast sub- 
scription with its direct relationship to the audience, can cater directly to the 
viewer’s tastes with a consequent reward based upon the entertainment offered. 

Our experience in providing entertainment for the American public indicates 
that broadcast subscription will have to enhance the audience’s present viewing 
opportunities if the system hopes to find its niche in this country’s leisure ac- 
tivities. Certainly, during the limited test period in four or more station markets, 
viewers will continue to have a wide choice of programs—wider than ever. And 
under an eventual national system of broadcast subscription, this choice, which 
would be expected to increase in most viewing areas, could be guaranteed by a 
watchful FCC and Congress. 


3. “It will bring a regular flow of events and presentations of a kind that 
current television has never demonstrated an ability to deliver with any 
regularity or consistency.” 

Any number of producers and promoters of public entertainment have an- 
nounced their interest in subscription television as an important new method of 
distribution. The box office attractions which they represent are rarely seen on 
television today. When they are shown, their audience is huge. Peter Pan, 
Annie Get Your Gun, and The Wizard of Oz are three examples of fairly re- 
cent memory. Each one earned an enviable rating, among the highest of the 
season. Yet, programs of this type or quality are rare on television. Certainly 
it is not because the audience is not interested, nor is it because of any lack of 
talent to produce or present this material. No, it is simply a matter of costs. 
Advertisers cannot support this much cost within the narrow, restrictive effi- 
ciency formulas that guide their television buying. Only broadcast subscription 
will bring these events to the public regularly in the comfort and convenience of 
their own homes. 

4. Certain kinds of “box office entertainment” are “currently being wasted.” 

In the publicity attendant upon certain programs of special significance, the 
statement has appeared that on that 1 night more people saw the television per- 
formance than in all the history of recorded time to that date. It is time we 
stopped being overawed by the power of dissemination inherent in our modern 
television system and focused our attention on a fuller use of this power. Let me 
say that in the recent recorded history of the motion picture industry, there has 
never been a time when fewer people were attending better pictures. And this, 
we submit, is an economic waste. When desirable entertainment, produced by 
highly talented people at immense cost in time, labor and materials is viewed by a 
fraction of the available audience, because that product does not have access to 
a highly desirable market place, the living room, it is the public that is the great- 
est loser. 

Without equal access to the audience, in the home, motion pictures as well as 
many sports and cultural programs are finding it difficult to compete. Ina wide- 
ranging industry survey conducted under the auspices of the Motion Picture 
Association by the Opinion Research Corp., of Princeton, N. J., during June and 
July 1957, the question was asked, “If they had the same new movie on pay-as- 
you-see television as in the movie theaters, would you prefer to see it on TV or in 
the theater?” Of those voicing an opinion, 51 percent favored the subscription 
television showing. 


5. “Some producers have announced they will keep their new films off 
television for as long as 10 years.” 

There is a current campaign among motion picture exhibitors, reported in 
the trade press, to purchase all film libraries not yet committed to television. 
There has been an announcement by 20th Century-Fox that no film will be re- 
leased to television until at least 5 years from its theatrical premiere. 

To quote from Motion Picture Herald, January 25, 1958, ““Alex Harrison, gen- 
eral sales manager for the company (20th Century-Fox), has just told two re- 
gional sales conferences that if he could have his way there would be no further 
Sales to TV.” In discussing exhibitor feelings about clearance time between 
theater showings and release to television, the magazine reported, “Some ex- 
hibitor organizations have urged 7 years; others want 10, and last week Theatre 
Owners of America plumped for no sales at all for air use * * *.” 
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This plan to keep recent product off television, if successful, will accentuate 
the limited audience for motion picture entertainment. This same Opinion 
Research Corp. study, referred to earlier, found that only 15 percent of the 
population over 15 years of age go to the movies once a week or more while 
over 50 percent go less frequently than once a month. 


6. “Programing scope and methods for determining audience acceptance 
will be immeasurably better.” 


Programing decisions are made by stations and network management and by 
advertisers and their agencies. In the main, program ratings are the single 
greatest influence on these decisions. Yet a variety of rating services produce 
information which is often contradictory. Even the most scientific of these 
Sampling systems leaves considerable room for error in reporting or interpreta- 
tion. Extremely small samples are required to speak for vast audiences of in- 
finite shades of learning, liking, and leaning. 

Nevertheless, at this moment there is no better method of measuring public 
like and dislikes or evaluating public acceptance of television programs. But, 
with broadcast subscription, even in the limited test authorized by the FCC, we 
will have the opportunity of conducting the most intensive study of public 
attitudes to television programs ever attempted. Public aceptance or rejec- 
tion of programs will be automatic and absolute. And, if broadcast subscrip- 
tion goes national, sampling will give way to an accurate audit of both subscrip- 
tion and free programs, for the decoders can easily produce this added data, 
If our background in various fields of entertainment offers any guide, we can 
look for a number of enlightening surprises from direct access to the public’s 
reactions. And with this information it will be easier to serve and satisfy a 
dynamic changing population. 

Opponents of subscription television claim that the tests authorized by the 
Commission will yield no accurate or reliable information. We believe, on the 
contrary, that the tests will give us much more accurate and complete informa- 
tion re what the public likes and dislikes than we have ever had or can possibly 
obtain under the present system. 

7. “Opportunities for experimentation and selective programing will be 
enhanced.” 

Every industry needs its proving ground for experimentation. This is as true 
for entertainment as it is for motorcars and missiles. Yet, under the present 
circumstances, television cannot support a public laboratory. High program 
and time costs preclude the use of the television band for local live originations 
of any but the simplest formats. A March 1957 survey of nonnetwork stations 
by Broadcasting-Telecasting magazine shows that these stations average fewer 
than 3 hours per day of live programing and count on film for 70 percent of their 
program hours. 

Sroadcast subscription can remedy this situation. The best box office attrac- 
tions are often local events which pack more punch and meaning for the audience 
than almost any show designed for the common-denominator tastes of a mass 
national audience. Also, the requirements of a broadcast subscription program 
can be satisfied by a smaller audience, thus making it possible to program for 
minority tastes. And there is no intermediary to interfere. Groucho Marx, on 
a recent television program, asserted, “Television helped to kill the period of 
great comedians. I don’t think Will Rogers could have made a living today.” He 
said that the sponsors, terrified of complaints from pressure groups, were re- 
sponsible for this state of affairs, “Sponsors pay the salary and they’re going to 
call the tune.” 


> 


8. “There is every likelihood that we will see a marked improvement in 
the current rerun system.” 

This is part of the economic bind which television finds itself today. Adver- 
tisers cannot support the system without resorting to reruns for anywhere from 
8 to 26 broadcasts in a 52-week schedule. The neworks permit the scheduling 
of reruns, despite the disservice involved for perhaps 25 million viewers, because 
they know that advertisers need this program cost relief. Local stations buy and 
schedule reruns of programs because they cannot afford the unit cost for single 
runs of new shows. They must buy several runs of new syndicated programs 
or filmed programs that have already been shown on the networks in order to 
spread out the cost. Finally, the program producers need rerun income today, 
because they cannot hope to do better than breakeven on the sale of the first run. 
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Oftentimes, the producer loses money on the network sale and does not recoup 
all of his costs until the program is sold for the second or third time. 

This is not a sound or healthy system. Certainly it restricts the audience’s 
viewing opportunities and has been the subject of growing viewer dissatisfaction 
for some time, Only broadcast subscription, with its new method of financial 
support can relieve this mounting economic pressure which threatens to restrict 
television’s natural growth. 


9. “The kind of follow-the-leader program building which is decried by 
so many critics and lay viewers.” 

Western programs offer the best example of follow-the-leader programing. 
In the 1956-57 season, the networks presented seven westerns. This proved to 
be the highest rated of all program types and among the most efficient in terms 
of cost per viewer attracted. Now, in this current season we have between 15 
and 20 westerns. The ratings continue to be excellent, but some careful students 
of the medium wonder if the programers are not making too much of a good 
thing. Jack Gould, critic for the New York Times, reporting a speech made by 
Jobn Cunningham, president of Cunningham & Walsh Advertising Agency, re- 
ferred to the “boredom factor’ which was sapping television’s strength. He 
hinted that advertising and programing men needed to look for something bet- 
ter, not similar, and called it “a matter of creativity.” 

Broadcast subscription can bring greater creativity to television than is cur- 
rently possible. Again, the availability of adequate dollars and the freedom 
from extraneous restrictions will provide the kind of soil necessary for the 
full flowering of creativity. New programs and new program types will appear 
with their full attention directed to only one criterion, public acceptance. 


10. “We believe it will make independent stations stronger and more com- 
petitive with network affiliates.” 

We have already pointed out some of the problems involved in programing 
an independent television station. Local, live originations are usually too expen- 
sive. Filmed programs need to be run several times in order to return their 
cost. Only feature film, along with a few syndicated shows, has proved an abil- 
ity to draw large audiences. Now, the future rate of flow of feature film to 
television is unpredictable. Yet, without some top audience and advertiser at- 
tractions, independent stations will find it difficult to stay in business. 

Broad subscription programs can supply this attraction. They can help de- 
fray the cost of running a full-time independent station operation and can win 
the audience a station needs to prove its pulling power to advertisers. With this 
evidence, potential sponsors will be interested in presenting free programs in 
adjacent time periods. 

11. “Subscription broadcasting can also make the network affiliate 
stronger and more independent of the network.” 

Without its network line, an affiliate would lose about 50 percent of its present 
program, plus a great deal of current revenue from network advertisers and 
other national advertisers buying spots in time periods adjacent to the network 
shows. ‘This impressive support from the network is most important and most 
desirable to the station. However, on the other side of the ledger, the affiliate 
obviously must relinquish partial control of programing and the right of sole 
determination of the character of the station. 

Availability of another source of programing through a broadcast subscrip- 
tion system, would enable the affiliated station to broaden its program base 
and present profitable programs of greater local interest. By utilizing this choice 
of program sources, the affiliated station would gain a greater measure of inde- 
pendence from the network and its programs. 


12. “As a corollary, we expect that the emergence of broadcast subscrip- 
tion will bring more stations to television and more markets, too.” 


It appears to us that the network system of telecasting can support, at most, 
8 stations in about 100 markets. More than half of the commercial lineups for 
network shows on the air now include fewer than 100 stations. Without a 
sturdy self-supporting programing source to complement existing program mate- 
rial, the prospect is bleak for new independent stations to get on the air, and 
stay there. 

However, if potential television station operators in existing television mar- 
kets, or markets currently without local service, could avail themselves of broad- 
east subscription programs with which to attract audiences and revenue, this 
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would be a major incentive for the expansion of the current list of TV stations 
and markets. The subscription programs could be expected to fill only a smal] 
number of hours each week, but would provide the new stations with the same 
advantages we discussed earlier in connection with existing independent stations, 

Under the FCC authorized limited test of broadcast subscription in cities with 
at least four local television stations, we would not expect any new stations to 
come into being. We could gather important evidence concerning audience re- 
action to the new program service and judge from that the probable extent to 
which television broadcasting could be expanded. 

The Cuarrman. Mr. N. J. Patterson, of the TV station KSAN of 
San Francisco, Calif. 

Mr. Patterson, you have heard the comments made by me in view of 
the time limitation we have this morning. If you can accommodate 
this committee accordingly we would be very grateful. 


STATEMENT OF NORWOOD J. PATTERSON, GENERAL MANAGER, 
KSAN-TV, SAN FRANCISCO, CALIF. 


Mr. Patrerson. Yes; honorable chairman and members of the com- 
mittee, because of the shortness of time, I have decided not to read 
my entire statement, which I am sure all of you have copies of at this 
time, but I would like to make a few remarks that will summarize 
my statement in general detail, and in particular I believe you will 
find of interest the operations of KSAN television in San Francisco, 
since we are the only UHF station in San Francisco and we have been 
operating for 4 years against 3 competitive UHF stations. 

I believe that the problems that we have incurred are very typical 
of those that will be facing pay TV and many of the answers that we 
have found I believe are parallel to the pay TV problem. 

Before I get into that, I would first just like to call to your atten- 
tion a copy of a reported survey held on KSBW in the Salinas- 
Monterey area and KSBY in the San Luis Obispo area. 1 believe 
this has been referred to previously and I have also caused to be cir- 
culated copies of a letter sent out by the National Association of Radio 
and Television Broadeasters which reports the procedure that was 
used in the programs that went over the air and the results. 

I am sure that if you gentlemen will read this letter that was sent 
out to all of the members of the NART B, you will conclude like I have, 
that it is a completely biased program, that those proponents of pay 
TV were not represented, and I am sure that you will concur as you 
read it, you will find that most of the procedures used were definitely 
biased and the questions were definitely a brainwashing type. 

I believe that we will all concur that if we conduct our conversations 
accordingly with the general public you can get them to answer in 
almost any way that you want them to. It is because of this type of 
proc edure that the results over those 2 televisoin stations were 502 
against pay TV and 4 in favor of pay TV. 

“T might say that after reading through this letter and analyzing how 
the program was conducted I was very much surprised that they even 
had four in favor of pay TV. I would like to submit a copy of this 
as an exhibit to be inserted into the record. 
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(The letter is as follows:) 


NATIONAL ASSOCIATION OF RADIO AND TELEVISION BROADCASTERS, 
Washington, D. C. 


DEAR TELEVISION MEMBER: John Cohan of KSBW-TYV, Salinas-Monterey, and 
KSBY-TV, San Luis Obispo, Calif., has written NARTB the details of a program 
he recently broadcast on his stations in which he clearly stated to his viewers the 
jssues involved in pay television. The response he has received from the com- 
munities he serves has been truly spectacular and demonstrates, I believe, the 
tremendous reservoir of good will that the public holds for our American system 
of free television. I am sure you will agree with me that John merits the thanks 
and congratulations of his fellow broadcasters for the work described below. 

We thought you would be interested in John’s procedure and, particularly, in 
the results obtained. This information is forwarded to you with the thought 
that you may wish to make an on-the-air presentation in your own community. 

This suggestion is made, of course, with the warning that your technique of 
presentation reflects fairness and objectivity on all facets of the matter. We say 
this because your treatment of it can control whether or not you are exposing 
yourself to any possible requests for an equal-time opportunity to present al- 
legedly opposing views. 

We do invite your serious attention to this subject, and to this on-the-air pres- 
entation. 

Following is John Cohan’s memorandum, which is a case study of how the 
program was produced and how the public responded. 

“1. Following a speech made to the Pacific Grove, Calif., Rotary Club, and a 
newspaper article that resulted from this speech, we were requested to explain 
pay TV to the public. 

“2. We had previously requested KRON-TV to furnish us a kinescope of a 
panel discussion on pay TV telecast on channel 4 at an earlier date. 

“2. We developed 3 drawings showing the technical aspects of the 3 systems of 
television as proposed by the Commission: (a) Free TV; (b) closed circuit pay 
TV; (c) toll pay TV. 

“4. With this material in hand, plus an edited version of the kinescope, we 
went on the air Saturday, September 21, 6:45-7:30 p. m. 

“5. We made the following points previous to showing the kinescope of the 
roundtable discussion as telecast by channel 4—a panel which included the mayor 
and city attorney of San Francisco, the special-events director of KRON, and 
yarious newspapermen from the bay area. These points were as follows: 

“(a) Our main purpose in presenting this telecast was to explain how the 
three systems operated. 

“(b) Our main interest was in the fact that we wanted to get the opinions 
of the public so that we could accurately set the course to be taken by our 
corporation. 

“(c) We told the public that if they were for pay TV, then we would 
be for pay TV. If they were against pay TV, we wanted to know this. 

“(d) We made it clear that if pay TV was what the public wanted, 
then we would be in it and would be delighted to take their money. 

““(e) We wanted to explain free TV, as opposed to pay TV. We told them 
that being free broadcasters it was against our principals—but we wanted 
to serve the public the way they wanted to be served; therefore, it was up 
to the public who were watching to express their opinions. 

“(f) We explained the importance of commercials and the role advertis- 
ing plays in the econoiny of the Nation, as well as its relationship to the 
growth of American industry. 

““(q) We listed some of the outstanding programs presented by free TV. 

“(h) We gave a rundown on the length of time it takes to do motion 
pictures, plays, ballet, etc. We made the point that just because you pay 
to see a comedian it will not make him any funnier than to see him on free 
TV, as it is still a creative problem. 

“(i) We gave the total output of all the major film companies for the 
past year. Including A, B, and C pictures, the total was approximately 162. 

“(j) We explained the tax problems that would confront producers of 
great plays, such as My Fair Lady, who must spread their income over a 
period of years rather than take it all in one evening. 

“6. Then we showed the kinescope of the roundtable discussion. The news- 
paper reporters did a good job and made some very telling points, such as that 
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they had made a survey through their newspapers—the San Mateo Times in 
particular—and they were astonished at the opposition to pay TV in any form, 

“7. We ended the program by recapping the points made previously and again 
saying that, although we felt that it was against the system of free enterprise, 
if the public wanted it we wanted to be in it; therefore, let us know how you feel, 
Then we flashed two address slides but actually did not stress writeins too 
heavily. 

“8. We were astonished with the results—in fact, we were flabbergasted. 

“Here’s the payoff. From a Saturday, 6:45 p. m., telecast we have received 
5,006 pieces of mail at Salinas-Monterey. The people voted 5,002 against pay 
TV—4 in favor. 

“9. We have been swamped with requests to repeat the telecast and explana- 
tion because everyone makes the point that up to this time none understood pay 
TV. 

“10. Some of the outstanding things that happened were: 

“(a) People went up and down the streets passing out petitions to be 
signed in Salinas, Seaside, Watsonville, Pacific Grove, Greenfield, ete. 

“(b) Grocers put petitions on the walls to be signed by their customers, 

“(c) Organizations such as the Veterans of Foreign Wars of King City 
passed a unanimous vote against pay TV. 

“(d) Employees of business concerns sent in unanimous votes against 
pay TV. 

“(e) Heads of major business concerns took the time to send in their 
personal votes against pay TV together with their thoughts on the value of 
such a telecast. 

“11. We were also astonished by the comments of people who wrote in saying 
how much they appreciated the commercials and that they had not realized how 
important they were to our economy. 

“12. The total count of more than 5,000 letters means, according to our last 
ARB survey, 17 percent of our viewers took the time and trouble to write us.” 

I would welcome hearing from you any comments or suggestions concerning 
your activities in this matter. 

Sincerely, 

THAD Brown, Jr. 

Mr. Parrerson. Another survey that I would like to call to your 
attention is a survey that was made up in Los Angeles, Calif., by Hal 
Evry of Tele-Census. This company has been doing surveys for many, 
many years. It is being done by impartial people, college students 
and professor s that have no economic ax to grind one way ‘of another. 

{ think you will find many interesting facts in this survey. I will 
just review a few of them. One question ‘asked here is, 

For the most part, does your TV viewing follow a definite pattern or do you 
shop around for programs? 

You will find that this survey proved 61.7 percent had a definite 
pattern. 

Another question that asked, 


Are you generally familiar with pay-as-you-see or subscription television? 


Seventy four and four-tenths percent said “Yes,” they were familiar 
with subscription television. 

Another interesting question is— 

How do you feel about the idea of paying a small sum via subscription televi- 


sion for certain new movies and other box office features which will never other- 
wise be shown on regular TV? 


Fifty-two and two-tenths percent were willing to pay. So it goes 
on and I am sure that you will want to look through this with interest 
the same as I did and you will find that an overwhelming majority are 
in favor of pay TV, but they are in favor of programs s that they are 
not now getting, and excellent programs pay TV must supply in order 
to even have any viewers, let alone have anyone that will pay. 
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I also would like to submit for the record copies of this television 
census which would be accepted as an exhibit. 
(The Tele-Census is as follows :) 


[Survey No, 16, January 1958] 
TELE-CENSUS—A PUBLIC SERVICE 
ABOUT TELE-CENSUS SURVEYS 


Over the years, there have been many surveys on pay TV with widely differing 
results. These differences result from the fact that many of them are mail 
interviews, others have questions with built-in bias, and still others are based 
on samples which have been entirely inadequate. 

To our knowledge, the Tele-Census surveys are the only ones ever conducted on 
pay TV, which are based entirely on personal interviews, with a sample of ade- 
quate size and cross section as to be free from statistical error and bias. 

Tele-Census surveys in other fields of opinion measurement, have used the 
same techniques which have, for example, enabled us to predict the last presiden- 
tial election to within one-half of 1 percent of the actual count as reported in 
the Nation’s press. 

What make of TV set do you own? 


Hoffman 
Packard Bell 
Admiral 


COWOH HAND 


NN inet ay 
Ts your interest in owning a color television set 


Great_-_-- 7 Sicilia wiiihls A nla csiatiaite i dicciiahaii ae died e ean 21. 
NINN Stic cnkaleteiniasaseaiedeoeinube wines sniping ti casei bia cise 39. 
Small 


For the most part, does your TV viewing follow a definite pattern, or do you 
shop around for programs? 

Definite pattern 

Shop for programs 


Are you generally familiar with pay-as-you-see or subscription television? 


How do you feel about the idea of paying a small sum via subscription TV for 
new movies and other box office features which will never otherwise be shown 
on regular TV? 


re ts oot 

Unwilling 

Other answer_____~-_- 

Would you pay 50 cents to $1 per picture for your family to see new Hollywood 
movies of the caliber of The Ten Commandments or Pal Joey on your home 
TV set? 

Yes eh Se il coll Shika la nk nbd lps elated chadie ilStcna cba bad aces cei 54.5 
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If the price were the same, would you prefer to pay for first quality movies via 
home TV or at a movie theater? 


NW wetiincs tonninnniee gi eae 


Movie RR ios he om a i IER: a. 3 ae 39.1 
Other answer Leo ie ee eee om - 9.9 


Would you pay from 50 cents to $1 per feature for your family to see full-length 
original-cast production of such Broadway hits as My Fair Lady on your 
home TV set? 


A RE 


" Ba ei Ah ARR ek eh Sota ileral bo ondpbdascicdlthyiod toda te k= ae 
rn he ee etn ie aa a Bis eee, le SZ ilbe th Meiosis dat teas ae 36, 2 
PRIMI re eke oe ew PS Suhel aha al b drbtad ata ale 7.4 


Would you pay 50 cents to $1 per feature for your family to see full-length 
productions of the Metropolitan Opera Company or full-length concerts of the 
Nation’s great symphonies? 


ME ie eile lg a eB , 


sha tin ct iaiceedi pt ha hasan iB eh cealnnentag melee 
I ee ea St a a ah i Sc eh 39. 2 
em NOP. cs Dob ssh Rath te ec dancencase oe ja isla ceeaeee ieee a 


Quite often a championship fight or other sports event is blacked out from TV 
view. Do you think the public should be given a chance to sce them at home 
via subscription TV, instead of having to see them in a movie theater? 
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In addition to your regular TV programs, subscription TV proposes to bring 
into your home, for a fee of about $1 per program, 1st-quality movies, Ist-run 
Broadway plays, and premium sports events, on a take-it-or-leave-it basis, 
The Federal Communications Commission is considering the matter of sub- 
scription television. Should they— 
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If subscription TV were approved, how do you think it would affect the quality 
of present free television programs? 


Improve__....- audaeste ated _ 47.9 
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This is the 16th in a series of impartial surveys dealing with television's impact 
on our living habits. 

These surveys, which have been presented semiannually since 1949 by col- 
lege students and their instructors, reflect the opinions of 3,000 teleset owners 
in 16 economic districts of Greater Los Angeles. 

Address inquiries to Hal Evry, Tele-census, 3259 Wilshire Boulevard, Los 
Angeles 5, Calif. 

Mr. Patrerson. Now, I would like to tell you a little about KSAN- 
TV’s operation in San Francisco. This coming March 1 will be 4 
years that KSAN has been on the air. As I said earlier, we are the 
only UHF station in San Francisco, We are the only independent 
station in San Francisco and for 4 years we have been battling 
against VHF stations. 

Our first problem was put to us + years ago, nearly, now, and that 
was, what kind of programing can we program that will enable us 
to get. people to spend anywhere from $40 to $75 to buy a converter. 
Remember, when we went on the air there were no converters in San 
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Francisco at all. There were no people that could view UHF tele- 
vision. So our first problem was how are we going to get viewers. 

I feel this is the same problem that faces subscription or pay TV. 
today. We concluded that if we were going to get people to spend 
$40 to $75 for a converter, then it would be necessary for us to pro- 
gram programs that would not be received on any other television 
station. 

Our logic was that if we put on films typical of those that were on 
the other stations, the people would watch them because they were 
available, and if we put on various types of programs that were al- 
ready on the air, like the interview type of programs or the giveaway 
type of programs, we would not get people to convert their sets and 
spend that amount of money because they could watch that already. 

Therefore, we concluded that the type of programs that we could 
put on were programs that were not on already. Those came down 
to box-office type of programs. I feel that similar types of programs 
is what pay TV must offer. 

So we immediately began negotiating with the Pacific Coast League 
for baseball. Baseball during the week had never been on television 
before. We were the first station in San Francisco to program all of 
the baseball games day and night of both of the San Francisco Seals, 
and the Oakland Acorns. They, at that time, were the teams that 
we were proud of. Of course, now that we have the Giants we are 
very pleased to have them from New York in our area. 

We negotiated with California and Stanford for football games. 
We negotiated with California, St. Mary’s and Stanford for basket- 
ball games. We had local and live boxing, local and live wrestling, 
live racing and filmed racing. I am referring here to feature horse- 
racing programs. 

These programs, we found, were wanted by the public. They were 
wanted by the public to such an extent that over a 2-year period of 
time nearly 300,000 people had converted their sets to receive UHF 
television. Unfortunately, we found ourselves in a very peculiar 
position. 

Having programs that between thirty and forty thousand people 
were viewing every evening and that they had spent considerable 
sums of money to be able to receive, we found ourselves programing 
programs that were too costly for the advertiser to support and so 
at the end of a 2-year period of time, it became necessary for us to 
discontinue these programs, not because of the blackout of subscrip- 
tion television, but because our method today of receiving revenue 
at a television station is not sufficient to permit us to continue carry- 
ing these types of programs. 

Iam completely convinced that the only way that these programs in 
San Francisco can get back on the air and many other box-office at- 
tractions that we were unable to secure because of the high cost of se- 
curing them is only if pay television is permitted over the broadcast 
air waves. 

I am particularly alarmed that there have been no other television 
stations appearing neither for nor against pay TV in this hearing. I 
believe sincerely that if they were aware of the alarm and how close 
pay TV via wire is here they would be here in great abundance being 
in favor of pay TV via the air waves. 
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Right in our area of San Francisco, pay TV is practically operat- 
ing. “I have been told by the board of sivieots and by the president 
particularly, Mr. McCarthy, that it is their opinion in San Prancises 
that they will permit as many wired systems as want to come in and 
operate. Mr. McCarthy told me personally, “It is not our position 
to tell an investor that he can or cannot come in and invest his money 
if he wants to take a gamble of making a success of it.” 

Because of those facts and because of the fact that Mr. Horace 
Stoneham of the San Francisco Giants told me personally that, “If 
we do not have our baseball games on subscription television, either 
wire or air, we will not have our games on television at all,” I believe 
that wire TV in San Francisco, Los Angeles, and many other areas, 
with particular reference to baseb: ll, is with us in the very immediate 
future and in some form this coming baseball season, which starts in 

San Francisco around the first part of April. 

We have heard much testimony here the last few days of the net- 
works, how they believe that pay TV is going to siphon off all these 
outstanding programs. I say from experience, gentlemen, that this is 
impossible, because pay TV cannot succeed with the majority of the 
programs that are on the networks today any more than we could have 
gotten converters if we had run I Love Lucy or other similar programs 
on UVH while they were still available on VHF, but this is something 
that I think is a very big threat to the broadcast industry, not to the 
networks. 

I think it is to their favor to have wired TV. Just supposing now 
that all of the major league cities across the country, San Francisco, 
Los Angeles, Kansas C ity, St. Louis, Milwaukee, Chicago, and New 
York were to create subscription television stations in their own local 
area like they are doing right now in San Francisco, and just sup- 
posing at the end of that baseball season, either this season or two sea- 
sons from now, the networks would say, “Well, look. That baseball 
has been very successful. We have to get into the pay TV,” and they 
have testified if pay TV is successful, p will be forced to get into it. 

Then, how easily they could tie up all of these major cities across 
the country with the lines that they already have, tying into the local 
setups and have pay TV cross country which is complet ely without 
any relation whatsoever via air. Where does it leave the broadcaster 
when this takes place! d 

The Federal Communications Commission has done an excellent 
job. I believe that we, the licensees, are closer to them than anybody 
in the industry. There are no doubt times when disagreements have 
come up with some of their decisions, but looking at it from the overall, 
they have been very successful. 

We feel that here in this instance they should be permitted to con- 
tinue with the very excellent formula which they have worked out 
with respect to the way of handling this pay TV situation. 

Gentlemen, if this committee does anything to stop the FCC from 
going through with that, I believe that in the not too distant future 
you will find all of the broadcasters and the FCC back here again for 
survival asking to go into pay TV over the airwaves in order to hold 
up their position against the wired TV systems that will have such a 
superior start. 
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In conclusion, I would like to read the statement of Guy Wright, the 
TV-radio editor of our local San Francisco News, one of our fine 
local newspapers. This appeared in his column on December 11, 1957: 


TV Guide polled its readers on pay TV, and no doubt you’ve heard the vote 
was a landslide against it. Now, TV Guide has every right to go a-polling if it 
feels the urge. But the results of this poll have been given credence far out of 
proportion to their worth. Today, let’s try to restore the perspective. 

First, ever since Guessing George Gallup elected Tom Dewey President, you and 
I have good reason to suspect any survey that attempts to determine how the 
public will react to circumstances still in the future. 

Second, even the pollsters themselves will tell you a poll of readers of a 
single magazine isn’t reliable. They aren’t a random sample, and without that 
you've got nothing. 

Third, polling readers of TV Guide about pay TV is like letting readers of the 
Birdwatchers Journal decide the fate of cats. 

Fourth, less than 45,000 of TV Guide’s 5,800,000 circulation bothered to answer 
the questionnaire. That’s less than half of 1 percent. 

Fifth, how can anybody say for sure he doesn’t like caviar until he’s tasted 
the stuff ? 

TV Guide commented editorially: ‘“‘The poll should serve as a signal to the 
FCC and to Congress that perhaps there are not as many toll television enthus- 
iasts as they have been led to believe.” 

Talk like that scares me. 

It scares Guy and it scares me, also. 

Let’s hope the day never comes when the Government tells a new business- 
man he can’t open his store because a buddy of his competitors took a poll. 

If we had decided the fate of the horseless carriage by a poll in 1905, no doubt 
the “get-a-horse” crowd would have won hands down, and Detroit would still 
be a country village. Or suppose we’d taken a poll on the importance of air 
power the day after Kitty Hawk—and told the Wright Brothers they must abide 
by the results. Do you thing we would have a Strategic Air Command today? 

Scoffers always make more noise than the backers of a new idea, for there is 
no such thing as mass foresight. Progress is the work of a lonesome few. 

Now this doesn’t mean I believe all the rosy promises of the pay-TV people. 
Far from it. But please poll me no polls. Let ’em set up shop and if we like 
their wares, we'll buy. If we don’t, we won’t. That’s the only poll that means 
a hoot. 

Guy Wright’s statement is just exactly my sentiment. I say the 
FCC has set up a proposal here to let the people decide whether they 
want pay-TV or not and I say let them try it. 

The Cratrman. Thank you very much, Mr, Patterson. I know 
there will be a lot of questions in the minds of the members, but in 
view of the time limit, and your 10 minutes has gone to 20 now, we 
will have to refrain from asking questions. We just have to have 
these other witnesses. 

1 will recognize Mr. Younger because he comes from your area and 
he hag one question that he wouldliketoask. 

Mr. Youncer. Do you think that the television spectrum can be 
successfully divided and have the UHF for subscription television 
and the VHF for free television ? 

Mr. Parrerson. It would take a very long period of time to give 
that complete answer. sity 

Mr. Younaer. Just yourown opinion. | va 

Mr. Parrerson. However, I would say this: In my opinion I believe 
it would be possible and could be done. However, from a practical 
standpoint, I doubt it could be accomplished. _ id ‘ 

Mr. Youncer. Do you think that subscription television could exist 
giving the same programs that are given now ? 

Mr. Parrerson. No, I do not, definitely. 

Mr. Youncer. That is all, Mr. Chairman. 
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The Cuairman. Thank you very much. 

Mr. Parrerson. You are referring to the programs on free TV ¢ 

Mr. Younecer. That is right. 

The CuarrmMan. You may have permission to file the additional 
statements and other information along with your statement for the 
record. 

Mr. Parrerson. Thank you. 

(The statement is as follows :) 


STATEMENT OF NORWOOD J. PATTERSON, GENERAL MANAGER AND SON OF THE OWNER, 
S. H. PAaTrerson, IN Favor or Pay TV 


Honorable Chairman and members of the House Interstate and Foreign Com- 
merce Committee, I consider this an honor and a privilege to be permitted to 
testify before you today in favor of pay TV. 

My name is Norwood J. Patterson, general manager of KSAN-TV, San Fran- 
cisco, Calif., and son of the sole owner of KSAN-TYV, S. H. Patterson. KSAN- 
TV has been on the air since March 1, 1954, and it now serves about 300,000 
television homes in the San Francisco area equipped with UHF sets or con- 
verters. KSAN-TYV is the only UHF station on the air in San Francisco and 
the only station without a network affiliation. Our three television competitors 
in San Francisco all have VHF stations, and each of them is affiliated with one 
of the three national networks. Each of them serves a set circulation several 
times larger than KSAN-TV. Thus, we are now seriously handicapped in our 
efforts to compete with these other stations. 

KSAN-TYV has been operating in the red ever since its conception. We have 
lost almost half a million dollars during the past 4 years, and I don’t know how 
much longer we can continue on the air without some means of obtaining addi- 
tional revenues to support the free broadcasting service we now bring to the 
citizens of San Francisco. Subscription television can be our salvation, for I 
believe it will enable us to obtain the finest in box-office features to program 
over KSAN-TV. The local advertising revenues to which we are now limited 
can never buy that type of programing. 

However, once we can use subscription television in San Francisco, the pay- 
ment by subscribers of a smaller fee than they now pay to see boxoffice program- 
ing outside the home would enable them to see these same features in the con- 
venience of their homes, which are not and cannot be regularly provided by 
free TV. The revennes which KSAN-TV could derive from broadcasting these 
subscription programs would supplement the revenues that we now receive and 
will continue to receive from local advertising and probably enable KSAN-TV 
to operate at a profit. Once we are able to provide outstanding programs 
through subscription television, I expect that many more people in the San Fran- 
cisco area will obtain UHF converters or all channel sets. Then our increased 
set circulation will in turn increase the opportunities for obtaining more rev- 
enues from local and national advertising, with the result that we will be able 
to provide more and better free programing to the San Francisco public in addi- 
tion to the relatively few outstanding subscription features which will require 
the payment of a fee. 

Our UHF set circulation resulted, we feel, in large part from our attention 
to local sports programing. For example, we televised all of the games of the 
San Francisco Seals and the Oakland Acorns of the Pacific Coast League, the 
University of California, and Stanford football games, high school football and 

asketball, and what boxing and wrestling was available to us. These sports 
programs were very popular with our audience. For 2 years, over 300,000 
homes spent $40 to $75 to view these programs, but we have been unable to find 
advertisers willing to pay for them, so we have had to drop them. The only 
practical way we can ever hope to resume such sports broadcasting is by means 
of subscription television. Now thet the New York Giants have moved to San 
Francisco, with the avowed intention of putting their games on subscription 
television, the possibilities of obtaining outstanding subscription sports pro- 
graming has been enhanced. 

This brings me to the imminent threat of wired pay TV here in San Francisco. 
Although the city council has not yet granted any franchise for that purpose, 
it seems likely that such a franchise will be granted rather soon. When it is, 
the San Francisco Giants seem to be committed to put their games on wired 
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pay TV. Although we have attempted to negotiate with the Giants for tele- 
vision rights, they will not consider broadcasting their games except on a sub- 
scription basis. Even though they may presently be committed to wired pay 
TV, I am sure that they would switch to broadcast pay TV if it becomes avail- 
able before a wired system is installed, because the costs of broadcast pay TV 
are so much lower than the costs of wired pay TV. Nevertheless, there is no 
question in my mind that wired pay TV will be installed this year in San 
Francisco, as well as in Los Angeles and elsewhere, unless broadcast pay TV is 
promptly authorized in accordance with the plans of the Federal Communica- 
tions Commission. 

Quite aside from the fact that broadcast pay TV is less expensive than wired 
pay TV for the public, which must ultimately pay for it, as a broadcaster we 
want the opportunity to participate in it with the facilities in which we have 
already invested so much money. It is a service which should logically be 
furnished by broadcasters instead of falling by default into the hands of the 
Bell Telephone System monopoly. Bear in mind, that a wired system, once it 
gets started, could eventually usurp all services now provided by broadcasters, 
because it could carry advertising-sponsored television and radio programs in 
addition to pay TV. In any event, we'll go out of business if a wired system gets 
started in San Francisco before a broadcast system is authorized. 

So long as pay TV is a broadcast service, it can and will be carefully regu- 
lated by the Federal Communications Commission and any objectionable fea- 
tures thereby controlled. On the other hand, community wired pay TV is free 
of regulation by the Federal Government, so the public will have no protection 
against any abuses by the wire monopolies. Remember that all of the supposed 
evils of pay TV are no less applicable to the wired form than to the broadcast 
form. I do not concede that pay TV will have any evil effects; but, if it does, 
then broadcast pay TV will obviously be the lesser of two evils because at 
least it can be regulated. In fact, the only foreseeable advantage to anybody 
of wired pay TV is that it can be installed without interference from the Fed- 
eral Communications Commission or the Congress. Under these circumstances, 
I consider it vital that the Congress do nothing which might interfere with the 
early trial operations of broadcast pay TV now contemplated by the Federal 
Communications Commissicn but, on the contrary—urge them to test pay TV 
immediately. Then, when broadcast pay TV is permitted to become a reality, 
the threat of wired pay TV, with its attendant possibilities of unregulated 
abuses, is likely to disappear, because the wire monopolists will not risk in- 
stallations knowing they cannot compete costwise with broadcast pay TV. If 
wired systems are installed, and it seems inevitable now in San Francisco, it 
becomes even more important that broadcast systems be authorized so that 
the wire systems are subjected to the market place regulation of competitive 
broadcast systems. 

Our broadeast competitors, the national networks, and their affiliated vassals, 
would appear to have little to fear from our competitive operations on a UHF 
station. Yet they are urging your Committee to approve legislation outlawing 
subscription television. In other words, they are asking you to legislate out 
of existence our only opportunity for survival. They are asking you to legis- 
late out of existence the only form of competition which might interfere with 
their virtual monopoly of the air waves. Naturally, we oppose any such legis- 
lation, as being contrary to the American tradition of free enterprise. The 
Congress should no more consider passing such legislation than to pass legisla- 
tion outlawing the manufacture of TV sets on the ground that it hurts the radio 
industry or to have outlawed the manufacture of automobiles in order to protect 
the interests of buggy manufacturers. 

The National Association of Radio and Television Broadcasters, which is the 
trade association for the networks and their affiliated vassals, is going to great 
lengths to prevent the establishment of subscription television as a competitor. 
I want you to know that we have refused to become a member of that association 
because they are controlled by the networks instead of the independent broad- 
casters, like myself, whom they falsely purport to represent. What that asso- 
ciation is doing and saying is contrary to our wishes and beliefs. The same 
is true, I am sure, of many other broadcasters who are members of that associa- 
tion, but dare not speak out for fear of network reprisals. 

In our area, the NARTB has been particularly active in developing new 
methods of creating opposition to pay TV. For example, our neighboring sta- 
tions KSBW-TYV in Salinas-Monterey and KSBY in San Luis Obispo, both of 
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which are affiliated vassals of the networks, have through the process of loaded 
questions and a brain-washing technique, obtained an impossible vote of 5,002 
against pay TV and 4 in favor of it. They were so proud of the poll results that 
they advised the NARTB of the details of their technique in accomplishing such 
a result. The NARTB in turn has suggested to all of its member stations that it 
adopt the same techniques to brainwash the public in their respective local areas 
into responding similarly. A copy of the letter, describing this preliminary brain- 
washing followed by loaded questions on a viewer poll, is enclosed for your 
edification. Their purpose in doing this, of course, is to lend credence to their 
self-serving theory that an overwhelming portion of the public is opposed to pay 
TV. However, after you realize how the use of loaded questions and preliminary 
brainwashing produces such results, I am sure you will realize as I do, that such 
polls have no significance whatever. 

I would like to raise another question in connection with this Salinas survey. 
The Commission has a long established policy that all sides of controversial 
issues must be fairly presented to the public. I think it is quite obvious that the 
Salinas survey did not make a fair and impartial presentation of this issue. 
Furthermore, I have heard strong rumors in the industry that other stations are 
not even making the pretense of fairly presenting the subject. Rather, they are 
giving a wholly one-sided view of subscription to the public to the effect that if 
subscription television is authorized, they will have to pay for every program 
which they now see free on their television sets. I think an investigation should 
be made by the Commission to see whether there are any grounds to these 
rumors because if there are, one of the most important policies of the Commission 
will have been violated, namely, that a station has the responsibility to give a 
fair presentation of all sides of any controversial issue if they broadcast anything 
on the subject at all. 

Another poll which has been highly publicized by the networks, NARTB and 
other opponents of pay TV is the recent TV Guide poll of its readers. Guy 
Wright, the TV-radio editor of our local San Francisco News, in his column of 
December 11, 1957, stated his reaction to this poll as follows: 

“TV Guide polled its readers on pay TV, and no doubt you’ve heard the vote 
was a landslide against it. 

“Now TV Guide has every right to go apolling if it feels the urge. But the 
results of this poll have been giving credence far out of proportion to their worth. 
Today let’s try to restore the perspective. 

“First, ever since guessing George Gallup elected Tom Dewey president, you 
and I have good reason to suspect any survey that attempts to determine how the 
public will react to circumstances still in the future. 

“Second, even the pollsters themselves will tell you a poll of readers of a 
single magazine isn’t reliable. They aren’t a random sample, and without that 
you've got nothing. 

“Third, polling readers of TV Guide about pay T'V is like letting readers of the 
Birdwatchers Journal decide the fate of cats. 

“Fourth, less than 45,000 of TV Guide’s 5,800,000 circulation bothered to answer 
the questionnaire. That’s less than half of 1 percent. 

“Fifth, how can anybody say for sure he doesn’t like caviar until he’s tasted 
the stuff? 

“TV Guide commented editorially: ‘The poll should serve as a signal to the 
FCC and to Congress that perhaps there are not as many toll television enthusi- 
asts as they have been led to believe.’ 

“Talk like that scares me. Let’s hope the day never comes when the Govern- 
ment tells a new businessman he can’t open his store because a buddy of his 
competitors took a poll. 

“If we had decided the fate of the horseless carriage by a poll in 1905, no 
doubt the ‘get a horse’ crowd would have won hands down, and Detroit would 
still be a country village. Or suppose we’d taken a poll on the importance of 
airpower the day after Kitty Hawk—and told the Wright brothers they must 
abide by the results. Do you think we would have a Strategic Air Command 
today? 

“Scoffers always make more noise than the backers of a new idea, for there 
is no such thing as mass foresight. Progress is the work of a lonesome few. 

“Now this doesn’t mean I believe all the rosy promises of the pay TV people. 
Far from it. But please poll me no polls. Let ’em set up shop, and if we like 


their wares, we'll buy. If we don’t, we won’t. That’s the only poll that means 
a hoot.” 
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The foregoing states my sentiments exactly. The only way to find out whether 
subscription television is in the public interest is to let the public try it in the 
usual American way. The Members of Congress, as elected representatives of the 
people, should be the first ones to insist that their constituents be given the 
opportunity to decide for themselves whether something is good or bad. You 
eannot possibly determine, other than arbitrarily, what portion of the American 
people will like and be willing to pay for a subscription television service, which 
has never yet been tried on a commercial scale. Don’t be misled into attempting 
to do so. 

I have noticed that the president of NARTB testified here that every poll 
and survey that he knew of showed that an overwhelming majortiy of the people 
oppose subscription television. His knowledge is somewhat restricted. I would 
like to call your attention a recent Tele-Census survey dated January 1958, which 
is the only survey that I know of which has ever been conducted on pay TV which 
was based on personal interviews with sufficient random sampling so as to be 
free from statistical error and bias. This survey was taken by college students 
and their instructors and reflects the opinions of 3,000 set owners in 16 eco- 
nomic districts of Greater Los Angeles. This recent survey showed that approxi- 
mately 52 percent of the persons interviewed were willing to pay for certain 
new movies and other features which would not otherwise be available to them, 
that approximately 33 percent indicated an unwillingness, and approximately 
14 percent expressed no preference either way. This survey further showed that 
51 percent would prefer to see first-quality movies via home TV than in a movie 
theater as compared to 39 percent who would rather see them in a theater. It 
showed that 56 percent would be willing to pay for an original cast production of 
a Broadway hit, 48 percent would be willing to pay for an opera and that 60 per- 
cent believe that it would be better to see sports events on subscription TV instead 
of having to see them in a movie theater. I am offering copies of this survey 
for your files. The same organization has been conducting surveys of public atti- 
tude toward subscription television and other facets of broadcasting for a number 
of years. Every one of these reports from at least 1953 on has shown that a 
majority of the public would be willing to directly pay for programs not now 
available to them. 

The Federal Communications Commission, in its order of October 17, 1957, 
laid down some very carefully worked out ground rules for the limited operation 
of subscription television in a few markets to let the viewers determine its merits 
and acceptability. San Francisco is one of those markets. Please don’t interfere 
at this stage with our opportunity to participate in San Francisco; on the con- 
trary, urge the Federal Communications Commission to proceed with all rapidity. 
Only after evidence on the results of initial operations has been gathered will 
the Congress be in a position to know what legislation, if any, is needed. 


Mr. Hesertron. After reading over a statement which has been 
filed, there are a number of questions I would like to have answered 
for the record. 

The Cuatrman. Are you talking about Mr. Patterson now? 

Mr. Hesetron. No. I have Mr. O’Neil’s statement. I do not know 
how it is going to be with other witnesses but could we submit ques- 
tions to be answered by any witness here today and the answers to 
be submitted to you? 

The CuairmMan. Definitely, and included in the record. Would 
that be satisfactory to you, Mr. O’Neil? Mr. Heselton wanted to 
submit some questions in view of your statement here and have you 
respond for the record. 

Mr. O’Net. I will be very happy to. 

The Cuarman. Thank you very much. 

(The information was submitted by Mr. O’Neil and appears fol- 
lowing his testimony.) 

The Cuatrrman. Our next witness is Mr. Andrew J. Biemiller, a 
former Member of the House of Representatives and, as a matter of 
fact, of this committee, and who has also been before this committee 
on various matters in which he was interested. 

We are very glad to have you back with us, Andy. 
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STATEMENT OF ANDREW J. BIEMILLER, DIRECTOR OF THE LEGIS. 
LATIVE DEPARTMENT, AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Bremiuier. Thank you, Mr. Chairman. I am always happy to 
get back to this committee room, as you know, and renew my old 
acquaintanceships. I appreciate this opportunity to appear before 
this committee to present the views of the AFL-CIO regarding the 
problems raised by the proposal to introduce a system of paid tele- 
vision. 

We appear here today as representatives of the workers employed 
in the great entertainment industry and in the interest of the over 
46 million Americans who have bought sets and invested over $7 bil- 
lion in them. The more than 13 million members of unions affiliated 
with the AFL-CIO represent a major cross-section of the television 
viewing public. 

The proposals for paid television that have been put before the 
FCC would, in effect, work a hardship on the low-income part of the 
population. The total direct cost to the viewer of free TV is the sum 
of his set depreciation, service calls, replacement parts and electric 
power—or approximately $80 per year. 

If as little as 25 cents an hour were paid for only half of the present 
average TV viewing time, more than 5 hours per day, the annual cost 
would be $228. 

Pay TV certainly runs directly contrary to the basic tenets of the 
American system of broadcasting. At no time has the American public 
been told that it would have to pay for the privilege of watching tele- 
vision programs. 

The introduction of pay TV would have serious repercussions on the 
employment of workers throughout the entertainment industry. It 
could destroy the present system of competitive programs by creating 
an industry that would inevitably become a monopoly that could deter- 
mine what Americans can view, plus the unrestricted power to set 
prices as it pleases. 

Let us examine a few of the arguments that the proponents have 
used to determine whether they have developed a saebibie vase for 
their proposals. 

Championship fights and perhaps some first-run movies; the illusory 
expectation of genuinely cultural programs and educational material. 

Let us take education first. In view of our tax-supported public- 
education tradition and the fact that the TV waves are public prop- 
erty, there is serious objection to placing a price tag on educational 
broadcasting. Our objection is based on the fact that those who stand 
to benefit most from it may well be those least able to pay. 

Regarding movies, we now see some on free TV that are deplorable 
because of their age and changing times, but unquestionably their 
quality is constantly improving. 

The real price of viewing an occasional championship fight will be 
the aggregate pay TV expenditure for watching all the football, base- 
ball, tennis, horse racing, basketball, golf, and other sports which 
are now available free. 

Already the Los Angeles Dodgers and the San Francisco Giants are 
unavailable for free TV because the broadcast rights to their games 
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have been bought by pay TV promoters. A realistic conclusion is that 
the public will | be given no choice but to pay for substantially the same 
thing it now receives free. 

Certainly, the 46 million set owners in America would not accept 
this drastic change without protest. Organized labor is opposed to any 
form of television that will break the pledge of the Federal Govern- 
ment, signed into law, that television would be free. This pledge was 
made to the American people who have invested billions of dollars in 
receiving sets on the basis of that pledge. 

The American people believed this pledge insured them of an assort- 
ment of information and entertainment produced through free com- 

etition, free of charge. In our opinion, it is contrary to the public 
interest for any system to utilize for profit from the public the al- 
located channels necessary to full, competitive, free service, even to a 
fractional extent. 

In fact, these pay television schemes run absolutely counter to the 
basic theory of the legislation which established America’s present 
broadcasting system. 

Although there may be many faults in the present system of tele- 
vision programing, these are not faults that can be corrected by paid 
television. They are faults that must be corrected by an alert public 
which makes its views known to the television industry. 

They can be corrected by an alert congressional committee which 

carries on hearings as you are now doing, Mr. Chairman. They can 
be corrected the F ‘ederal Communications Commission if it is diligent 
in looking after viewers’ interests. 

In April of last year, AFL-CIO President George Meany spoke 
out in behalf of the members of organized labor in a telegram to all 
members of the Federal Communications Commission which read, 
AFL-CIO convention action places our organization clearly on record against 
pay television. We believe the granting of licenses for this purpose would be 
against the public interest and greatly curtail the use of the valuable medium 
of TV. We urge the FCC deny the applications now pending. 

The second constitutional convention of the AFL-CIO held last 
December in Atlantic City, reaffirmed this action by animously adopt- 
ing the following resolution : 

Resolved, That the Second Constitutional Convention of the American Fed- 
eration of Labor and Congress of Industrial Organizations assembled in At- 
lantic City, N. J., unreservedly opposes pay TV, and urges that the membership 
use its efforts to defeat those who are trying to penalize the public and destroy 
free TV, and that the AFL-CIO notify the Federal Communications Commission 
of organized labor’s opposition to pay TV, and be it further 

Resolved, That the Federal Communications Commission, the Congress of the 
United States, and all other authority having jurisdiction in the premises be 
urged to defeat the efforts of those private advocates of pay TV who seek to de- 
prive the American public of its rights to unrestricted and free use of the public 
broadcasting privileges. 

The motion was carried unanimously. 

We trust this committee will concur with our views and recommend 
that the FCC does not license any system of paid television. 

The CuHarrmMan. We thank you very much, Mr. Biemiller. We are 
glad to have your statement on behalf of the labor organizations. 

Mr. Bremitier. Thank you, Mr. Chairman. 

The CHatrman. Mr. Henry C. Wadsworth. Mr. Wadsworth is 
from Hollywood, Calif., and is representing the Hollywood AFL 
Film Council. 
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STATEMENT OF HENRY C. WADSWORTH, DELEGATE OF THE 
HOLLYWOOD AFL FILM COUNCIL 


Mr. Wapsworrn. Mr. Chairman and members of the committee, 
I have submitted to you a written statement which I won’t bother 
to read at this time because I know that your time is short. 

The CuamMan. Your entire statement will be included in the 
record. 

(The statement is as follows :) 


STATEMENT OF HENRY C. WADSWORTH, DELEGATE OF THE HOLLYwoop AFL Fity 
COUNCIL IN FAvor OF SUBSCRIPTION TV 


My name.is Henry C. Wadsworth and I am here as a delegate from the Holly. 
wood AFL Film Council to support the recent tests which the Federal Communi- 
cations authorized for subscription television. I have the specific authorization 
from the film council to come here today. 

The Hollywood Film Council is composed of 30 different unions with approxi- 
mately 24,000 members. These unions run the range from talent and technical 
workers through office workers and others engaged in motion-picture film produe- 
tion. In 1955 the Hollywood Film Council agreed to a resolution opposing sub- 
scription television which was proposed by several other unions and theatrical 
organizations. In 1957 we adopted a resolution, which is attached as an ap- 
pendix to this statement, reversing our previous opposition and supporting a 
test of subscription television. The factors which caused us to support rather 
than oppose subscription television may be briefly stated as follows: In the 
2 intervening years between 1955 and 1957, the production of feature-length 
motion pictures steadily decreased by more than 25 percent and motion-picture 
theaters continued to go out of business at an alarming rate, with no less than 
1,200 going out of business in the year 1957 alone. It became increasingly ap- 
parent to us, therefore, that the motion-picture industry could not survive unless 
something was done to improve the outmoded distribution methods which now 
exist. There is apparently no question in anyone’s mind that the public likes 
to view feature motion pictures of the high quality which has made Hollywood 
a household term around the world. Our problem has been primarily of bring- 
ing the public and the product together. Subscription television, in our opinion, 
offers one of the few ways that the present distribution of feature films can be 
improved, and that is why we voted to support the Commission’s testing of sub- 
scription television. 

Alarmed by the steady decline of feature-length motion-picture production 
and attendance in the United States, the Hollywood Film Council recently had 
a study made of the principal causes of such decline by Irving Bernstein, a 
member of the staff of UCLA. Without going into the statistical details of this 
report which has not yet been released, it makes the following points, among 
others: 

1. One of the principal causes of decline in American motion-picture 
production has been the fact that many foreign governments are now 
subsidizing both American and their own producers to make pictures in 
their countries. 

2. The suburbanization of America has made it inconvenient and expen- 
sive for the American people to attend the theater and that such incon- 
venience and expense have caused a decline in attendance. 

3. Television has had an impact upon motion-picture-theater attendance. 
The impact of television upon theater attendance has gathered impetus 
from the release of 10-year-old feature-length pictures of various major 
producers. 

Subscription television, of course, cannot cure the problems arising from 
foreign governments subsidizing film production, placing restrictions on the 
showing of American-made films, or the problem of blocked currency. How- 
ever, it does have the potential of eliminating the problems arising from subur- 
banization and gives the motion-picture industry easier access to the public. 

It has already been noted during this hearing that American film producers 
have to rely upon approximately 50 percent of their income coming from foreign 
releases. The competition in the foreign field, however, is steadily increasing. 
Japan, Great Britain, France, Italy and Germany already have strong and welk 
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established film-production facilities and are competing hard for foreign film 
business. The majority of these foreign film producers are subsidized by their 
governments in order to assist them in competing for the foreign market. While 
these foreign films are not too successful, insofar as domestic consumption in the 
United States is concerned, they are cutting down the foreign market available 
to American producers. Furthermore, many of these countries, to protect their 
own industry, place a quota upon the number of American films which can be 
shown. Thus, we have a situation where the American producers are finding the 
world market increasingly competitive and a domestic market which has been 
steadily contracting over the last few years. It is obvious that under these cir- 
cumstances they cannot long survive as an American industry. They can only 
take their stars and stories abroad, as they have been doing increasingly of late, 
and use the foreign crews and production facilities in order to be permitted to 
compete in the foreign market. Indeed, out of the 8 so-called major producers 
who were producing pictures 5 years ago, at least 3 are no longer actively en- 
gaged in production of feature films. A fourth major producer has lost money 
steadily for the past 7 years in its production of feature-length motion pictures. 
It is becoming increasingly apparent that unless something radical is done, the 
art of making motion pictures will soon disappear in this country. 

Now, what does all of this mean to television and, more particularly, what 
application does it have to the issue of subscription television? First, I would 
like to emphasize that the members of the Film Council do not look upon free 
television as some sort of a beast that is taking the bread out of their mouths. 
Indeed, quite the opposite is true. As an illustration, during the year 1957, ap- 
proximately 35 percent to 40 percent of the employment of our members was 
derived from the production of television films and filmed television commercials. 
Under these circumstances, you can be sure that we would be the last to espouse 
the cause of subscription television if we thought that it would eliminate free 
television. 

As an illustration of this point, two recent developments in Hollywood which 
have received some publicity are pertinent. The RKO-Pathe studio properties, 
which have long been almost dormant as producers of feature-length films, were 
recently purchased by Desilu whose entire history is the production of films for 
television. Presently, Republic Studios, which for some time has produced no 
feature-length pictures but which has leased its facilities to producers of tele- 
vision film, is seeking to expand its studio property by almost 50 percent for in- 
creased activity in the production of TV programs. The film workers whom I 
am here representing are looking forward to the increased employment which 
will be offered in both of these situations. I think this illustrates the fact that 
the Hollywood film workers’ stake in the continued existence of free television 
is as direct and imediate as that of anyone who has come before this committee. 
We know from experience, however, that the reason Hollywood has been able to 
gain a large share of the production of programs for television is because existing 
studio facilities and technical skill and talent have made possible the production 
of better television films at less cost than would be possible elsewhere. Thus, 
in effect, the production of feature-length motion pictures has heiped immeasur- 
ably to reduce the cost and increase the quality of free TV programs which are 
produced in the same community. The combination of the production of feature 
films and so-called television free programing films will serve to the benefit of 
both and thus ultimately to the benefit of the public. 

The only opportunity available to the major producers to keep the production 
of feature films alive is on the domestic level. If domestic consumption of motion 
picture films increases, the whole industry will benefit, including free television 
since free television, by itself, cannot support high-quality film production facil- 
ities at the present cost it and the advertisers are willing or able to pay. Sub- 
scription television offers a chance for the film producers to increase the con. 
sumption of their feature film products since it will eliminate many of the arti- 
ficial barriers which now prevent people from attending the theaters. 

As has been previously pointed out in this hearing, the ratings which even 
the 10-year-old feature films are now receiving on television establish the fact 
that the public does like this type of program. However, the pre-1948 vaults 
of the producers have practically been emptied and the television stations rely- 
ing upon this type of programing obviously will soon have a problem of where 
they are going to find additional product. Since 1948 the number of pictures 
which have been produced by no means equals the number of pre-1948 pictures 
which have previously been released to free television. As I have already noted, 
at least three of the major producers who were producing pictures prior to 








532 SUBSCRIPTION TELEVISION 


1948 are no longer actively engaged in the production of feature films and 
other producers have drastically reduced their production from that which 
existed in the pre-1948 year. Thus, when the pre-1948 films have been exhausted 
there will not be a reservoir of post-1948 pictures available that will anywhere 
equal the pre-1948 volume. When we consider that even network-owned sta- 
tions are now carrying 2 or 3 pre-1948 feature films a day in order to fill out 
their program format, it becomes readily apparent that if the volume of pro- 
duction of current feature films is not increased, television will soon come to a 
point where there will be a desperate shortage of programing. The only way 
the new production of feature films can be increased is by increasing domestic 
consumption, If subscription aids in increasing such consumption, it will not 
only result in immediate benefit to the motion-picture industry, but it will 
also make more films available for subsequent request in the future to free 
television. 

Under the present economics of feature-film production and release, it is 
essential that a feature picture be what is commonly called a blockbuster— 
that is, a picture featuring 1 of the top 25 box-office names and costing any- 
where from 5 to 10 million dollars to produce. The day of the medium-priced 
picture of a million dollars or so is almost gone, since no producer or financial 
backer will take a chance that this type of medium-priced production will bring 
the people out of their homes and into the theaters. Indeed, many of the 
so-called blockbusters have encountered difficulty in accomplishing this. 

Historically, it was the medium-priced picture which the motion-picture 
industry utilized to experiment and develop new talent and new box-office 
names. Such box-office stars as John Wayne, William Holden, James Stewart, 
and Gary Cooper did not start out starring in 5 to 10 million dollar pictures, 
Rather, they started on medium-priced pictures and after they had established 
their ability as actors and their appeal to the public, they were given bigger and 
more responsible roles. Today, this opportunity for the development of young 
talent has practically disappeared. This is not because talent is not avail- 
able, but because no one will take a chance on an unknown name, no matter how 
talented, in a blockbuster production costing 5 to 10 million dollars. As a result, 
the age of the talent, craftsmen, and technicians engaged in the motion-picture 
industry is steadily increasing and very little new blood is being brought in 
at the bottom. 

I would like to briefly refer to some of the comments which I have heard 
that subscription television would siphon off talent. First, insofar as the Screen 
Actors Guild is concerned, I am sure that their 10,000 members are somewhat 
tired of hearing that there is no more talent available in America than the 
top 20 or 25 names now starring in television. Many of the members of this 
group may have as much or more talent than the present stars on television, 
but they have no opportunity to display their talent since there are few open- 
ings available in either television or feature-length motion-picture production 
at the present time. Indeed, many talented performers have made pilot films 
which have never seen the light of day, not because the pilot film was not a 
good show or because the actors lacked talent but solely because television 
facilities are so scarce that there is not room for more talent. 

Another factor which should be considered is that television has actually pro- 
duced or developed very few stars on its own; rather, it has borrowed the stars 
from other mediums. For example, Dinah Shore and Perry Como were well-es- 
tablished recording stars long before they appeared on television. Similarly, 
Jerry Lewis was a well-established motion-picture star before he ever appeared on 
television and even now, he limits his appearances on television to several times 
a year and devotes his major efforts to appearing in motion pictures and in 
personal appearances. Similarly, such persons as Robert Montgomery, Robert 
Cummings, Eve Arden and others were borrowed by television from the motion- 
picture field where they had already made their reputations. On the other side 
of the coin, there are many top stars of proven talent and proven box-office 
appeal who do not appear on television at all or, if they appear, limit themselves 
to a 5-minute walk-on to plug their most recent motion picture. This talent 
will not appear on television as a general rule because they can make far more 
money by appearing in 1 motion picture a year than they can by appearing on 
television under a grueling grind of 39 weekly programs. This type of talent 
will not be siphoned from free television but will be brought to television for the 
first time. 

It seems somewhat ridiculous to me for anyone to seriously contend that out 
of 175 million people, no more than 20 can be found who have talent. Admit- 
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and tedly, all talent does not have equal box-office appeal. However, experience in 
hich motion-picture production has shown that new stars can always be developed 
ted, if the money is there to support the production of enough pictures to make their 
lere use feasible. Television simply does not have a corner on the talent of America. 
Sta- Indeed, I think it is fair to say that there is perhaps more talent outside of 
out television than there is in television since television, after all, under current 
TO- circumstances, uses a comparatively small number of personalities. 
Oa To recapitulate, we do not know whether subscription television will succeed. 
Vay We do not know, however, that if feature-length motion pictures are to be main- 
stie tained as a factor in American entertainment, something must be done to in- 
nO crease domestic consumption of feature-length motion pictures. Present dis- 
vill tribution methods have proven inadequate to bring the public and the programs 
ree together. Subscription television at least offers the potential of providing a 
, more efficient means of distributing motion pictures to the public. For this rea- 
‘s son, the Hollywood Film Council believes that subscription television should 
oa be given the chance. to prove what it can do in the test recently authorized by 
od the Federal Communications Commission. If subscription television could absorb 
ial only one feature-length motion picture a week, it would do much to solve the 
ng financial problems which the motion-picture production field is how facing. Fur- 
he ther, there are reasonable grounds for believing that subscription television would 
actually help the theaters because one of their most desperate problems right how 
re isa shortage of product even though they alone cannot support more. 
ice Aside from the direct interest of the Hollywood Film Council, I would like 
rt, to note that its 24,000 members are also television viewers. While the various 
ag, unions among our 24,000 members range across many types of activities, the 
ed majority of our members are in the same income bracket as the typical skilled 
nd worker in the Detroit automobile factories, the steel industry, ete. We would 
ng like a greater variety of programing and would like the opportunity to see a 
i]. recent Broadway show or opera at a cost which we could afford, which sub- 
Wy scription television may make possible. Further, although all of our members 
It, are engaged in one or another of the steps of motion-picture production, we also 
re attend movies and, like the remainder of the American public, find that with 
in baby sitters, parking fees and other expenses, we are forced to miss many at- 
tractions which we would like to see. If we could see these in the comfort of 
“«d our home at a cost per family which would be no more than the cost per person 
n at the theater, I am sure that we would feel that we were getting plus value 
it out of our television sets. 
e APPENDIX 
is 
1, RESOLUTION 
: Whereas it appears possible that subscription television service could revolu- 
s tionize the entertainment industry, provide additional employment for tens of 
a thousands of American workmen and give the public better entertainment, 
n culture and education in the home than is possible with the present form of 
television supported solely by advertising; and 
3 Whereas opponents of subscription television service are unwilling to give 
: the public the opportunity to test and decide the merits of subscription tele- 
J vision service; and 
x Whereas the televising of old theatrical movies under the present system of 
’ television has reduced attendance at theaters and reduced employment of tech- 
; nicians, craftsmen, and artists in the making of motion pictures in this country ; 
and 
Whereas it appears probable that subscription television service would greatly 





increase the number of new motion pictures produced in this country, thus in- 
creasing employment manyfold : Now, therefore, be it 

Resolved, That (1) The Hollywood AFL Film Council, composed of unions 
and guilds representing more than 24,000 employees in the Hollywood motion- 
picture production industry, urges that widespread public tests of subscription 
television service be authorized by the Federal Communications Commission at 
the earliest possible moment, in order that the merits of pay television service 
without advertising may be analyzed and compared with television controlled 
by advertisers and networks and that decisions may be intelligently reached 
as to the effect on the national economy, and on employment in the entertain- 
ment industry, of a combination of both types of television services; and 

(2) This resolution be presented to the conventions of the California State 
Theatrical Federation and the California State Federation of Labor; and 
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(3) Copies of this resolution be sent immediately to all State labor bodies, 
central labor councils, and all international unions throughout the United 
States. 

Mr. Wapsworrn. I would like the opportunity of making a couple 
of remarks, however, which have occurred to me as I have listened 
to the testimony which I have heard to this committee so far. 

First of all, the Hollywood AFL Film Council represents about 
24,000 w orkers, people in the motion-picture industry in Hollywood, 
ranging all the way from actors to janitors, down through the line. 

We are here, and I have been authorized to speak for ‘them because 
of their keen interest in this subject. I might explain that the prob- 
lem that faces us in Hollywood, the working people in Hollywood, is 
extremely serious today because, as you probably know, we are a 
very sick industry. 

The CuarmMan. For the information of the committee, Mr. Wads- 
worth, let me ask you if your organization is affiliated with the AFL- 
CIO national organization. 

Mr. Wapswortn. Yes, sir; it is. The motion-picture industry is 
a sick business today. Whether or not the sickness is fatal no one 
can say for certain. 

One diagnostici ian, a prominent exhibitor, gives us until June. He 
said we would expire in June of this year. I do not know whether 
that is true. At any rate, we can say that no treatment that has been 
administered up to this point has resulted in any improvement in the 
patient at all. He has gotten constantly sicker. 

We feel we have discovered the two things that are our problem. 
No. 1 and most important is our failure to reach the public with our 
product. They are not coming to the box office any longer because 
of a significant change in American listening or viewing habits, or a 
change in our way of life. 

Secondly, we are in trouble because of the competition which is 
being offered by foreign governments who subsidize our own pro- 
ducers and some stars to go abroad and make the picture which for- 
merly were made in Hollywood. On those two points we do not know 
what to do about the second problem, the problem of subsidy. 

If any of you gentlemen have any ideas I would be glad to hear 
them. On No. 1 we do feel that subscription television offers us our 
only chance for survival as a healthy industry. We say that for 
two reasons: We are certain that subscription television can exist right 
along with free television. 

If we were wrong in that assumption, then I would be very foolish 
to have come here today at all and the film council would have 
been even more foolish to pay my expenses to come here because as 
it stands now, our stake in free television is as great as it is in mo- 
tion pictures. 

Here is a copy of last week’s Daily Variety, last Friday. There 
are 21 films listed, theatrical films, in current production. At the 
same time there are 75 films for free TV in production the same week. 
Probably a very great percentage, anywhere from a third to a half, 
of our members are engaged in producing films for free television, 
so that if we thought we would be killing off free television or sup- 
porting pay television, we would be accomplishing nothing for our- 
selves because we would be throwing a great many of our members out 
of work. 
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So far as the argument which I have heard here that toll tele- 
vision would sound “the de: ath knell of free television, we are staking 
our economic future that it is not so. 

I can be wrong and the Hollywood Film Council can be wrong, 
but there are important producers in Hollywood who perhaps know 
more about the future than we do. I need only mention that the 
RKO-Pathe Studios, which has long been dormant as a production 
facility for theatrical motion pictures, was sold to Desilu whose en- 
tire history is a production of film for free television. 

Currently, Republic Studios, which has had no theatrical pro- 
duction for some time, is expanding its facilities by almost 50 per- 
cent at the urging of its tenants who are producers of programs 
for free TV. 

The second problem that seems to be of great concern here is the 
possible siphoning off of talent. I wonder if when we speak of talent 
there isn’t a distinction we should keep in mind. What we have 
heard referred to as talent here, I think is more personality than 
talent. With all due respect to the people who are concerned, talent 
exists in great supply in this country. 

However, it becomes a personality when it is given a proper ex- 
posure in a popular medium and every medium can develop and will 
develop its own personalities. Let me point out two very similar types 
of current talent. 

Let’s take Gary Cooper and James Arness. Gary Cooper still 
makes films through the medium of theatrical motion pictures. Mr. 
Arness, whose personality is very similar to Mr. Cooper’s, has estab- 
lished a good reputation for himself as the marshal of Dodge City 
on free television. 

Any medium will produce its own personalities because the talent 
is there to do it, and we are sure that it is. 

Finally, sometimes we get so close to this problem that I think we 
lose our perspective. As I have sat here at these committee hearings 
and listened, I have thought of the problem of the public interest, 
and believe me, being a labor representative I am extremely sensitive 
to anything that can be called public interest, particularly when you 
are thinking of the public in the terms of the guy with not much 
money, because my own full-paid job is not with Hollywood Film 
Council. It is asa representative for the Hod Carriers, Building and 
Common Laborers in the studios, so we are sensitive to the public 
interest but, after all, the public interest really just is this: 

Whether this tremendous facility of home viewing shall forever be 
restricted to programing whose primary objective is to sell soap and 
cigarettes, or shan’t we give people who want to produce entertain- 
ment for entertainment’s sake a chance at this same facility. 

That is all. 

The Cuarrman. Thank you very much, Mr. Wadsworth, for your 
statement. 

Mr. Ruopes. May I ask a question ? 

The Cuarrman. Yes. 

Mr. Ruopes. Mr. Wadsworth, how do you account for the unani- 
mous decision of the AFL-CIO with an organization like yours being 
opposed ? 

Mr. WapswortH. May I say this, sir. That I introduced a resolu- 
tion here which is on your desk. We have talked this thing over at 
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great length. We did not press the thing at the AFL-CIO conven- 
tion. We took no stand at all. 

We had previously introduced our resolution. I would say this: 
That I am heartily in accord with the intent of the AFL-CIO reso- 


lution if the assumptions that they state pores to be true. I am not. 


enough of a special pleader to say that if all these things should happen 
we would still urge pay TV; we wouldn’t, but we feel that the 
assumption can only be proven by the sort of test that the FCC has 
proposed. 

Mr. Ruopes. Thank you. 

The Cuarrman. Thank you very much. 

Mr. WapswortH. Thank you, sir. 

The Crarrman. Dr. Leo L. Leveridge, 630 Flushing Avenue, Brook- 
lyn, N. Y. 

Doctor, I called for you yesterday and you were not here. I gave 
ee to have your statement put in the record, I suppose you 
eft word that you would be here this morning. 


STATEMENT OF DR. LEO L. LEVERIDGE, BROOKLYN, N. Y. 


Dr. Levermpcr. Yes. I am sorry. I thought your staff expected 
me this morning. 

The Cuarrman. We will hear a very brief statement because we 
are going to be called in session in a very few minutes. 

Dr. Leveriper. I will try to be brief. I think I can be. Actually, 
I am not here asa participant. 

The CuarrMan. You had better identify yourself first. 

Dr. Levermer. I am Dr. Leo L. Leveridge. I am director of the 
medical film department of Pfizer Laboratories which I mention to 
identify myself, rather than to indicate that I am a representative of 
the very large organization which employs me. 

I came here from Seattle and did not consult with the management 
of my company, so that I am not here on its behalf, but simply as a 
physician who is dedicated to the use of audiovisual aids (such as tele- 
vision and films) in medical education. Several others who are simi- 
larly interested hoped that I would be here, so that in this very impor- 
tant debate between powerful interests this important matter of using 
this type of medium for medical education will not get lost in the 
shuffle. 

The scrambled-image type of television would be ideally suited for 
medical education if used in a special way; not the type of image that 
has been used in pay TV because that is a teaser type of image and 
in the case of miblticcnh it would require something that would be un- 
decipherable to the general public. Such devices have been designed, 
work, and are available. 

They will permit broadcasting continuing medical education to the 
practicing physician in the comfort and convenience of his home. I 
heard the latter phrase from a previous speaker, but here it is not a 
matter of entertainment. It is a matter of keeping the physician 
abreast of the rapid progress in medicine, with which you are all 
familiar. 

You are also, I am sure, familiar with the demands on a physician’s 
time. JI am sure your own are comparable, but it is quite difficult for 
a physician to keep studying the journals and going to medical centers, 
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sometimes a considerable distance from his home, to take postgraduate 
courses. 

Television has been used on a very small scale for broadcasting medi- 
cal programs to physicians for their education, but there are severe 
_ because the patient’s privacy should be respected. We cannot 

ak of or show things that will worry people about their own possi- 
b e conditions, or about disease in their own family, and many sights 
are frankly gruesome. Surgical operations and some types of disease, 
autopsies, those are not things that should be put on the general air- 
waves unless the image is scrambled and the soundtrack is undecipher- 
able. 

This amounts to but a few hours a week of broadcast time, so it is 
not a question of setting aside separate channels. These programs 
would have to — Vy the existing channel and probably take times 
that are not used before the regular broadcasts, or after the regular 
broadcast day, or at unpopular times. 

These programs would be financed, undoubtedly, very much like 
medical journals are by pharmaceutical oa as well as by the 
university medical centers, but undoubtedly if physicians want to have 
some programs that are not sponsored in that way, they will wish to 
pay for them, themselves. 

So I am here merely to plead that this freedom may remain avail- 
able—two types of freedom, first to experiment with this medium to 
try to find if it works as well as we expect, to find if a physician will 
attend these programs as we expect he will in his home, in hospitals, in 
his clinic, or wherever it is convenient and close by, and secondly, if 
these experiments are successful and we find they have not interfered 
with the public’s use of television, that they be permitted to go on to a 
larger usefulness. 

This then is another type of public interest involved in the ques- 
tion: the matter of public health. We need our doctors to be well 
informed and to keep up with the advances in medicine. This medium 
will enable that, we believe. 

I know you have very little time; so I would rather answer questions 
that the committee might care to present to me, and if you would like 
I could send in a statement. I would be ver y happy to, and particu- 
larly, to answer questions in a written statement, if you would like. 

The Cuarrman. Doctor, thank you very much and you may file such 
additional statement as you desire for the record at this point. You 
will have probably 5 days to do that. 

(The information is as follows:) 


STATEMENT OF LEO L. LEVERIDGE, M. D., Drrector, MEpIcaAL FiLM DEPARTMENT, 
PFrIzER LABORATORIES, DIVISION CHAS. PFIzER & Co., INC. 


(Nore.—This statement is not submitted as a representative of the corpora- 
tion which employs me, but is made on behalf of the field of medical audio- 
visual education, in which I am actively engaged. ) 

I am grateful for the opportunity to appear before the committee on January 
23, 1958, in order to bring to its attention one special aspect of the problem 
of subscription television. While basically separate from the large issues under 
discussion, it could be seriously affected by action taken with regard to these 
larger issues, to the detriment of progress in medical education, unless this special 
application of subscription television is considered separately. This is the use 
of “scrambled” images for transmitting medical postgraduate educational pro- 
grams from the university medical center to the practicing physician, at places 
convenient to him—such as his home, office, clinic, or hospital. 
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THE NEED FOR CONTINUING EDUCATION OF PHYSICIANS 


The large demands on the time of most practitioners of medicine is common 
knowledge. Not only must a physician supply thoughtful medical care to his 
patients, but in addition, if it is to be the best kind of medical care, the prac- 
titioner must continue his education as long as he remains in practice, because 
the art and science of medicine is continually being improved through research, 
The physician’s continuing education is accomplished partly through reading, 
partly through professional contacts with his colleagues, partly by attendance 
at medical meetings, and especially well through formal courses of study at uni- 
versity medical centers. The latter require prolonged absences from home and 
practice, and usually time-consuming trips. Television offers the practicing 
physician a direct pipeline from his home or office to the medical teaching center; 
one which promises to be the major future source of continuing education. 


MEDICAL TELEVISION FOR POSTGRADUATE EDUCATION 


The full use of television for broadcasting medical lectures and motion pic- 
tures, however, requires trasnmission by coded signals, because much of what 
physicians must see and hear is unsuitable for reception by the general public. 
(Patients’ privacy must be respected; technical information can cause need- 
less, serious worry when misinterpreted by the medically uninformed, or self- 
diagnosis and dangerous self-medication; most operations, some diseases, and 
all autopsies are actually gruesome sights for the uninitiated.) Equipment is 
available to convert this type of program into meaningless shadows on the re- 
ceiving television screen, while a recording repeatedly explains that a medical 
teaching program is on the air, and that the station will resume regular broad- 
easting at a given time. Physicians and others of the medical profession would 
have the necessary devices to decode (‘“‘unscramble”) the medical teaching pro- 
gram and to hear the lecture. 

Hours of broadcast and stations would be selected to interfere little (and usual- 
ly not at all) with regular broadcasting time. 


FINANCING 


Undoubtedly, a major part of the cost of these programs would be supported 
by pharmaceutical companies, as a rapid, powerful addition to their means of 
communicating with their physician-customers. It is likely, in addition, that 
physicians will need to pay for some desired teaching programs which do 
not succeed in obtaining commercial sponsorship, and which the medical schools 
cannot fully support alone. 

CONCLUSION 


This special type of subscription television promises to greatly shorten the time- 
lag between scientific discoveries and their application to the care of the 
sick and injured, is a means thereby for raising the quality of medical care, 
and is therefore vital to the public interest. It is earnestly submitted that 
any governmental action relative to subscription television should no prevent 
experimentation with this potential pipeline for medical teaching. Beyond 
that, if the experiments prove that it is as useful as we expect, and that it 
is without significant inconvenience to the general public, we hope this special 
use of a valuable teaching medium will be authorized on a full scale. 

Finally, we wish to thank you and your staff for permitting me to bring this 
important matter to your direct attention. 


The Cuamman. Thank you very much for your testimony here 
this morning. 

Dr. Leverwer. Thank you, sir. 

The Cuarrman. Mr. Harvey Rosenberg was here last night and I 
promised to get to him this morning. Mr. Rosenberg is the general 
counsel of the American Citizens’ TV Committee. 
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STATEMENT OF HARVEY ROSENBERG, GENERAL COUNSEL, 
AMERICAN CITIZENS’ TV COMMITTEE 


Mr. Rosensera. Mr. Chairman and gentlemen, a little background 
about our committee: Our committee was formed after a series of con- 
ventions held by the veterans’ organizations in the United States, 
the Veterans of Foreign Wars, the Jewish War Veterans, Catholic 
War Veterans. 

When we realized that all the veterans’ organizations and numerous 
other organizations passed certain resolutions in their conventions op- 
posing pay TV, I was asked to form the committee and the committee 
was tormed. I was asked by the gentlemen from these organizations 
who believed that it was a necessary committee because something 
had to be done. 

These organizations have all endorsed this committee. Our sole 
purpose as stated in our charter—we are incorporated in the District 
of Columbia—is to educate the American people for free TV and to 
help improve the TV. 

It seems that both the proponents and the opponents of pay TV 
all agree that the basic thing to do is to improve the TV. We agree 
with this thesis and we are here to tell you why we think it is not nec- 
essary to have pay TV and yet to improve the TV. 

We recognize further the fact that the basic reason for the advocacy 
of pay TV is the economic one. We realize for example, that the net- 
works today spend about $1,209,000,000 and up on their programing. 
We recognize further that a reasonable profit on an expenditure, not 
of the capital but just the return of the investment per annum on the 
network, not a decent return for their invested capital in the sta- 
tion, would be over $100 million per annum in profit. That is with- 
out additional computation of what they should have for their over- 
head and general additive costs. 

We realize, for example, that the Federal Communications Com- 
mission, which is supposed to be the guardian of the air waves for the 
American people and the trustee of said air waves, acted in an un- 
guardianlike manner; for example, that they have authority to issue 
licenses. 

There is a very serious legal doubt and I, in my own legal opinion, 
do not believe that they have authority to issue a license to a pay TV 
station. However, I shall not enter that area because enough discus- 
sion has been had of that problem. 

However, let us consider this issue which nobody else has. Here 
is an agency that is authorized to issue licenses. They license an item 
that is owned by the American people to a station which in turn, 
leases back the very item that was originally owned. 

This is similar, gentlemen, to the situation of my lending you a 
phonograph, coming over to your house to listen to a record played 
on my phonograph, and you charge me a fee. 

This would be similar to my giving you an easement over my prop- 
erty and you charge me to use that very easement. 

May I submit my statement ? 

The CHarrMan. You may have permission, Mr. Rosenberg, to sub- 
mit a statement for the record to go along with your statement given 
orally. 

22557—58——-35 
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(The statement is as follows:) 


STATEMENT OF HARVEY ROSENBERG, GENERAL COUNSEL OF AMERICAN CITIZENS 
TELEVISION COMMITTEE 


I would like to thank you gentlemen for giving our committee the opportunity 
to present our views on the vital subject of pay TV. 

There are approximately 50 million families in the United States, of this num- 
ber approximately 42 million own television sets in which they have invested 
a total of some $16 million. These people through elected representatives gave to 
the Federal Communications Commission the authority to license radio and TV 
channels. 

It therefore would appear a little ridiculous for the guardians of the airways— 
namely, the FCC acting for its client, the people—to issue a license to a TV 
station which is going to lease back to the original owner, the people, something 
which they owned. As an attorney or as a guardian I could never countenance 
such an act. It would appear to me to be a breach of trust. A thorough exami- 
nation of the Communications Act of 1934 and its predecessors do not appear to 
give any authority to the FCC to grant licenses to pay TV stations or, for that 
matter, to pay radio stations. It is interesting to note that the president of one 
of the companies that has been a prime mover in the field of pay TV also be- 
lieved or advocated in pay radio stations when that industry was in its infancy. 
Such being the case, why the sudden furor? The idea for pay radio died a natu- 
ral death, why not the idea for pay TV dying a natural death? Basically, because 
the proponents of pay TV see an income of roughly $1,209,900,000, plus 10 percent 
for profit and 10 percent for overhead. It is interesting to note that a fair return 
on their investments would be $100 million a year taken from the pockets of 
John Q. Public plus the profits they would receive from advertising. It should 
be noted that the FCC has in no way regulated the price of pay TV nor can it 
regulate the price of pay TV. 

In addition it should be noted that pay TV has to earn as much or more than 
free TV to survive, because from the way the proponents are talking, it would 
appear clear that they will have to earn larger sums because of the type of pro- 
gram that they claim they are going to place on the air. For example, they are 
going to give us My Fair Lady and The Ten Commandments every day. It ap- 
pears obvious that the cost will be tremendous and thus the gross profit so much 
greater than anything hereinbefore envisioned. 

Let us examine the proponents of pay TV and see who they are. 

(a) There are, first of all, manufacturers of the components of pay TV 
systems. 

(b) Closed circuit or wire groups who hope that this will help them gain 
a toehold by eliminating public opopsition. 

(c) Certain segments of the movie industry who believe that this will 
revive their industry. It should be noted that this industry is dying solely 
because of the quality of the movies. Good movies always make money, 
and the cost of production is no indication of the type of production or its 
value to the public as entertainment. 

There is only one reason for favoring pay TV on the part of all of the per- 
sons hereinbefore described and that is money. 

The TV manufacturers are having a hard time selling their sets. What is 
needed is something new—a gimmick. RCA is stressing color TV. Zenith has 
such a gimmick in its so-called Space Command TV, but they know that this 
fad or gimmick will wear out in due time and so are putting the money-laden 
eggs in the pay TV circuit. 

Thus you can readily see that Zenith and her subsidiaries are prompted not 
by the desire to give the American people the so-called box office attractions, 
but rather by the very practical desire to make money. It is unfortunate for 
the proponents of pay TV that their propaganda was so blatantly untrue that 
the American citizen was finally aroused. For example, Zenith in its brief 
before the FCC stated the basic issue which has been drawn by this opposition : 

“Is the Commission obligated to deny, or can it justify the denial of, an oppor- 
tunity for subscription television to gain public acceptance on the speculative 
grounds that it may have an adverse economic effect upon the networks and 
motion-picture theaters?” 

This is not the issue with regard to pay TV and Zenith knows it. One of 
the real basie issues is whether the FCC which has the authority to issue 
licenses to TV stations can issue a license for the American people which is 
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in turn then leased back by the American people. In other words the American 
people are allowing a party to use its air waves and under pay TV they are 
then charged by those persons for something that they owned. 

This would be similar to my lending you a phonograph and when I came over 
to your house you charge me a fee to listen to a record played on my phonograph. 

The large profits thus available to the pay TV systems would enable the 
promoters of the television system to provide the best talent and the best TV 
programs for its subscribers. Polls have shown that some people would pay 
for the same programs which they are receiving today, so basically the TV 
promoter dangling before us My Fair Lady knows that he has a fat prize even 
in Cheyenne. 

The companies: Skiatron, Paramount’s Tele-Meter, Jerrold Electronics, and 
the Zenith Radio Corp. are among the leaders of those concerns involved in 
the promotion of pay TV. They differ among themselves on transmission. 
Zenith wants broadcast TV over the air waves. Skiatron, with no time to 
waste, has begun to put all its golden eggs in wire (transmission) basket. 

But, whether the electronic miracle forecasted by the pay TV comes to John 
Citizen via the air waves or by cable, the concept remains the same; namely, 
that the public can and will pay for “selected programs” than can be transmitted 
through their present television receiver after it is fitted with a pay gadget. 

The only difference between the two methods of transmission is that the radio 
TV spectrum is regulated by the Federal Communications Commission, which de- 
rives its authority from Congress, through the Communications Act of 1934; 
whereas wire TV is not yet regulated by congressional action. 

The original motivation for the establishment of the FCC was plainly to pro- 
vide a regulatory body over a natural resource which was owned by the Ameri- 
ean people. It is, therefore, discouraging and disturbing to note how far afield 
the FCC has gone from its original mandate, an example of which is its granting 
pay TV proponents the right to test their product under ground rules which 
have little if any value and they would have a real foot in the door for those 
who have pushed this concept for more than a decade. 

What the pay TV proponents’ argument boils down to is this: Free television 
does not give the people the high quality shows that it really wants and will 
pay for. Pay TV will create a theater in the home, offering such tasty morsels 
as Broadway shows, grand opera, first-run Hollywood films, sports events, and 
other features not regularly shown on free television. 

To the culture-starved American, driven back to the library and just plain 
conversation by six-shooters and isolations booths, the prospect might be char- 
acterized as nothing short of delicious. But one must look behind all this video 
gauze and “bon bon” psychology to get the real facts. 

What, after all, is a Broadway show? It is a dramatic entertainment, re- 
quiring written script, actors, producers, directors, and technicians, which is 
played in a theater between 40th and 54th Street in Manhattan. If it is played 
below 40th Street or above 54th Street, it is called an off-Broadway show. 

As a general rule, the quality of a Broadway show is directly proportional to 
the talents, insights, and skill of the writers, performances, directors, and 
everyone else who makes the production possible. All shows which play in the 
Broadway theaters are not necessarily of a high quality, although many of 
them would fit that definition. Many fold after one night. Still others survive 
despite panning by the critics. Remember Tobacco Road which lasted on Broad- 
way for 7 years after some pretty miserable reviews. 

Some of our better known “former” television dramatists, such as Paddy 
Chayefsky, cite distinct and basic differences between a television drama and 
a stage play. Television writing, Chayefsky says, “is a form of drama peculiar 
to itself, more peculiar than any of us now writing for the medium really know. 
There is a special technique to writing television, a special craft, and its unique- 
ness is best shown by the dismal failure of successful Broadway playwrights 
and scenario writers to merely transfer to television. The technique of a new 
writing form is not something that springs full-blown from anyone’s head. The 
television writer has had to adjust laboriously to the distinct limitations of the 
medium, and it is within these adjustments that a new style and a particular 
sort of material is prescribed. Television has endless limitations that force upon 
the writer a distinct approach to his work.” 

A play, even a Broadway play, would have to be adapted, technically adapted, 
to the TV screen. The chances are, too, that many of the good ones would have 
to be emasculated by cleaning them up enough to show to a “family audience.” 
One can imagine what the institution of taboos might do to the Broadway stage. 
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Eventually, producers, dazzled by the lure of profits, would begin to produce 
plays which are suitable for television. Their ranks will swell. The Broadway 
theater will become a TV studio, hacking away to meet the demand. The result 
will be that you will be getting “live” TV drama of uneven quality, designed to 
capture as many people as possible. 

You’re getting that today on free television. Why pay for it? Besides the 
same talent available to the Broadway producer is available to the television 
producer. The question, then, is to find out why free television is falling down 
on the job of utilizing available creative talents. The pay TV cure is the old 
story of cutting off the head to stop the headache. 

The same argument holds true with grand opera. Put grand opera on TV 
and it’s no longer grand. You'll be getting TV opera which has been tried suc- 
cessfully. Remember Mahlin and the Angels, and the recent Discourses of the 
Carmelites? Here, too, the same talent is available for free TV that would 
be available to pay TV. 

But the argument really falls apart when one understands what is meant by 
a first-run movie. How, pay TV proponents ask, can free television put on a 
movie such as Raintree County which costs $5,500,000? The answer to that is, 
“Why bother?” A movie is good or bad for a variety of reasons, most of them 
having little to do with money. 

Besides, what do you think you’re getting on your TV sets now?—films made 
in Hollywood, played by the same stars, written by the same writers, produced 
by the same producers. Some are good. Most are bad. The cry should be for 
improvement—not “removement.” 

Here again the same talents are available. Who’s to blame? Network peo- 
ple are supposed to be sensitive to the voice of the people. But the people don’t 
speak? Are the American people willing to accept a statistic on a rating sheet 
as their voice? Up to now, it seems so. 

It also seems incredible that the American people who have invested more 
than 83 percent of the funds that have built the television industry should 
have so little to say about the quality of their product. Some way must be 
found, other than the present system of polling, to provide a more accurate 
picture of audience reaction, qualitatively as well as quantitatively. In other 
words, how can the curse of conformity be eliminated from free TV without 
destroying its commercial possibilities and potentials? 

When you get to the subject of sports events, the pay TV promoter’s ice gets 
thinner. Anyone who deludes himself into thinking that pay TV will give him 
more than what he’s getting, had better zip up his wallet. Look at what you're 
getting on free TV as of the last baseball season; baseball games, including the 
world series, fights, pro football and college football, pro basketball and college 
basketball, golf, tennis, and assorted events. The one thing that you’re not get- 
ting is certain championship bouts. 

If you were a Giant fan in New York, you saw your games for free unless you 
went to the park. The Giants did not exactly lose their shirts in New York. But, 
if you’re a Giant fan in San Francisco, you’ll have to pay to see the games at home, 
Not “more than a dollar,” according to Skiatron’s Mathew Fox, for a game, plus 
$3 a month for hi-fi music and servicing the installation of the juke gadget to 
flick on sound and picture is “all.” The result: It’ll cost you nearly $80 to see 
the Giants play the full quota of seventy-seven-odd home games, most of them 
at night. 

Now, if you’re a real sports fan and like to watch football, basketball, the fights, 
golf, or anything in sports, including a grasshopper race, you'll have to pay 
through the proverbial nose. How long will sports promoters allow their games 
to be telecast for free if higher profits lie in pay TV? 

But, we’re just skimming the surface. If you’ve got children at home, think 
of the natural catastrophe if, in addition to everything else, you had to pay for 
Captain Kangaroo, the Mickey Mouse Club, Disneyland, and other kiddie shows. 
A steady week of rain might pretty near break the average family with young 
children, and that’s what the average family has. 

And the teen-ager? How would you like them to ante up your hard-earned coins 
to view an Elvis Presley festival 3 or 4 times a month? 

But even these arguments become academic when you come to the clincher. 
What are the networks doing while all this paying is going on? Pay TV pro- 
ponents admit that they could make money if only 10 percent of the set owners 
subscribe. This means that all they need is 10 percent to be in a position to bid 
for shows that would ordinarily go on free TV. 
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Thus, for example, if the producers of Gunsmoke or I Love Lucy, or Sergeant 
Bilko were offered more money for the use of their shows, where does anyone 
think they’re going? On pay TV, of course. And what will the networks do as 
they see their audiences dwindle and their best shows pirated by pay TV (“best,” 
meaning most listeners)? They’re going into the TV jukebox business. 

As CBS Vice President Richard S. Salant put it in a recent speech, “If the 
FCC approves pay TV, CBS will go into it.” 

Anybody knows that the profit motive is a pretty potent force. It seems a good 
bet that pay TV, aggressively handled, and it will be if it gets going, will sound 
the death knell for free TV as we know it today. What about the people who are 
retired, on pensions, living on fixed incomes or just scraping by who sacrificed to 
purchase their TV sets in the first place with the promise real or implied that it 
wouldn’t cost them any more to see programs? Many of them haven’t even fin- 
ished paying for their sets. For them, pay TV would be more than inconvenient— 
it would be an impossible burden. 

And what of people in hospitals and other institutions to whom TV offers 
solace and enjoyment? To them TV is a window of pleasure. Will they have to 
face a future of scrambled screens? What of the servicemen and women? Far 
reaching consequences? You haven’t seen anything yet. 

We haven’t even begun to touch the advertising agencies; the boys who, more 
than anyone else, literally control the industry. They’ve been rather nebulous 
on the issue of pay TV. A few years back when pay TV was an unborn wish, the 
big pitch was that there would be no commercials. Now there is talk, not only of 
commercials, but “box top” premiums in the form of unscramblers to let the pur- 
chaser look in on pay TV for “free,” if he buys the product. 

There is a strong, although not yet vocal, segment of the advertising world 
that would welcome pay TV as a sort of thresher, separating the wheat from the 
chaff, based upon the simple assumption that he who has money to pay for TV, 
has money for other things. What a bonanza for advertising to spot-hit a captive 
audience. 

Of course, the agencies would be literally forced into pay TV along with the 
networks as ratings decline. Thus, there is the prospect of also paying to see the 
commercials. But, as C. Wrede Petersmeyer, president of the Corinthian Broad- 
casting Corp., put it in a recent issue of Television Digest: “If pay TV should 
happen, the strength of TV as a vital selling force will be dissipated.” 

Another factor which makes pay TV a rather unpalatable morsel to swallow 
is the possibility that the people would have to pay for such items as news, inter- 
views, educational programs, national political conventions, and other special 
events, such as the recent arrival of Queen Elizabeth and other on-the-spot 
electronic marvels, which, while they don’t necessarily make money for the 
networks, put the average man into history’s box seat and feed the TV habit. 

It is common knowledge that programs such as Meet the Press, Face the Na- 
tion, Wide Wide World and others of extremely high quality are not the money- 
makers for the broadcasting industry. But the TV set owner profits by their 
presentation just the same—and he gets it for free. 

In a time when the networks are being lambasted for their videocut and 
ruthless commercialism, it would not be amiss to call attention to the fact that 
the quality of a number of their programs, their news and analytical presenta- 
tions are characterized by a rare sense of excellence, good taste, and creative 
vitality. 

But, while no one could honestly look upon the TV networks as altruists, 
the tradition in the industry has nevertheless been one punctuated by an under- 
standing of the American people’s thirst for current events, and their un- 
quenchable curiosity and love of the grandstand play. Putting the average man 
in the Cow Palace in San Francisco or in the International Amphitheatre in 
Chicago for a national political convention is now as much a part of Americana 
as hot dogs and apple pie. 

If, as we can logically assume, pay TV will sound the death knell for free TV, 
we might very well find ourselves paying to watch the national conventions or 
other exciting on-the-spot political events. 

Those legislators who drafted legislation which set up the FCC in 1934 made 
it mandatory for a portion of broadcast time to be set aside as a public service, 
and it is under this mantle that many of our news and special events programs are 
presented to the public, although many are sponsored. But public service also 
means lending the medium to one cause or another to raise money, support, or 
interest. 
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Just looking over the list of those organizations and causes which have 
benefited by public service time is enough to make one wary of any concept 
which would abridge the benefits now enjoyed by these organizations. 

Here are just a few: Smokey the Bear, the Safety Council, Parent-Teachers 
Association, the Red Cross, the Crusade for Freedom, United Givers, National 
Education Association, Civil Defense, National Council of Churches, Care, Fire 
Prevention, Catholic Charities, United Jewish Appeal, not to mention Government 
agencies who have been given free time, such as the Treasury Department, to sell 
savings bonds and the Defense Department to sell their Reserve program to the 
people, and on ad infinitum. 

Why these organizations haven’t reacted against pay TV is something that 
one cannot understand. Even if the FCC would make a provision that these 
organizations must be granted public service time on pay TV channels, then 
it must follow that only those who pay will see these public-service announce- 
ments. 

At the moment, pollsters and other takers of the public pulse show a sharp 
resistance to pay TV, whether it be broadcast or wire. But, even in the face of 
this resistance, the FCC has authorized pay TV tests. San Francisco has begun 
to get wired for pay TV; the Los Angeles City Council has given its green light 
to wire; Bartlesville, Okla., has been wired and is operating as a pay TV center, 
although not setting the world on fire. Jerrold Electronics, Telemeter, and 
Skiatron have all announced plans for wiring other sets. Zenith is going ahead 
with its plans to push broadcast pay TY. 

But whatever may be said or done, the key to this great battle is still held 
by the people of the United States. If they know the facts, they will act, and 
if they act, their decision can only be the rejection, flatly and irrevocably, of any 
plan to make people pay for looking at their TV sets. 


The Cuarrman. Mr. Ferman of the American Civil Liberties Union, 
412 Fifth Street, Washington, D. C., has submitted a statement which 
will be included in the record at this point. 

(The statement is as follows :) 


STATEMENT OF IRVING FERMAN, DIRECTOR, WASHINGTON, D. C., OFFICE, AMERICAN 
Civit LIBERTIES UNION 


My name is Irving Ferman. I speak in behalf of the American Civil Liberties 
Union as its Washington, D. C., director. The American Civil Liberties Union 
is a private nonpartisan organization devoted to the promotion of the Bill of 
Rights. Much of our work very naturally involves the protection of the in- 
dividual rights guaranteed by the first 10 amendments. However, our concern 
likewise extends, particularly in matters relating to free expression, to the social 
utility of these freedoms. 

In America, we protect the individual’s rights to express himself for a very 
simple reason—because we believe in the solemnity and dignity and worth of man. 

However, a flourishing of expression and communications in a society re- 
flects not only the moral strength in the individual, but the moral strength of 
society itself. 

It is not without significance that in these critical times freedom of expression 
promises to become the great weapon in democracy’s arsenal of defense in its 
life-death struggle with Communist totalitarianism. If we are indeed fortunate 
enough to reach an armaments stalemate, it is our distinctive powers of freedom 
upon which we must rely, and it is with these very same powers that we shall 
win. 

The responsiveness of a free nation to truth and intelligence is its secret source 
of health and nurture. Our ability to maintain this responsiveness, this flex- 
ibility may well spell the difference between victory and defeat for the free 
world. 

And we know such responsiveness can thrive only in a field where many diverse 
and different ideas are able to grow and mingle, struggle, and survive. 

The great sinews of American individual expression lie in our mediums of mass 
communications. Upon the health and vitality of our mass medium there depends 
the health and vitality of our culture and our life. This is why the television 
medium constitutes one of the great promises of our free society, for it is the most 
extensive and penetrating ever devised by man. 
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Because of this the American Civil Liberties Union is deeply concerned with 
the wise formulation of licensing policies for the television, as well as the radio 
spectrum, lest the overriding public interest be lost from sight. 

The television medium, as well as the radio, presents special problems because 
of the technical questions concerning allocation of space on the spectrum. Con- 
trary to the medium which present the printed word—there is no limit to the 
number and variety of publications so long as paper and printing presses are 
available—the assignment of space on the spectrum offers real challenges to 
diversity. The problem of subscription television, with which this committee is 
now wrestling only highlights the seriousness of the problem. 

The American Civil Liberties Union has followed carefully the arguments on 
the subject propounded by both the proponents and foes of this new television 
system. 

Both sides have more specifically argued that their side would stimulate wide 
diversity of programing—for example, the protoll TV advocates stress that their 
programs will cover events that free television cannot present; the opponents of 
toll TV counter with the argument that the new system would attempt to satisfy 
even more the tastes of mass market appeal because of the potential profit in- 
volved thus limiting the scope of potential diversity. 

After full consideration of all arguments, the Union believes that despite 
imperfections the toll TV system should receive a trial, provided that important 
safeguards are included. 

The following resolution adopted by our radio-TV panel on March 16, 1955, 
and approved by our board of directors on April 2, 1956, represents the union’s 
opinion: 

“The ACLU has carefully considered toll TV because of the possibility that 
it would increase diversity in TV programing. While the ACLU is concerned 
that the present toll TV plans may not increase diversity, we favor its trial, 
but only upon the following conditions: 

“1. that there be no sponsors of toll TV programs; 

“2. that toll TV should not be allowed in any city unless there are at 
least two other free channels broadcasting ; 

“3. the experiment should be limited in time, whatever period is agreed 
upon ; 

Pg. toll TV programers must give ample guaranties that the program 
eontent will add something not now available, if asked by the FCC. 

“T must confess that [ find Congressman Celler’s testimony before this com- 
mittee on January 14, 1958, most persuasive. He makes a substantial case for 
the proposition that toll TV would not result in a greater diversity in program- 
ing, and that toll TV would make a TV set “a mere downpayment to be followed 
by lifetime installment charges for the privileges of enjoying a public resource.” 

; However, the American Civil Liberties Union on the whole feels that the 
October 17, 1957, order of the Federal Communication Commission authorizing 
a controllable test of subscription television is proper under the authority vested 
in it by the Communication Act, and is in the public interest. 

It would seem to us that the public interest dictates that during the test 
period especially that there be no sponsors of toll TV programs. We urge the 
FCC to establish such a rule in processing applications for trial toll TV. 

Secondly, we urge the FCC in passing on applications be assured that the 
projected program content will add something not now available in the particular 
area under consideration. ce ; 

We would like to emphasize that the leaders of American television industry 
thus far have displayed a high degree of social responsibility so that the mediums 
in its short life has contributed much to American thought, suggesting an even 
greater promise. 


The Cuamman. The next witness is Mr. Raymond F. Kohn. 
Mr. Kohn, you understand the bells have rung. Do you care to make 
just a brief statement and file your statement for the record 4 
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STATEMENT OF RAYMOND F. KOHN, PRESIDENT, WFMZ-FM-TV, 
ALLENTOWN, PA. 


Mr. Koun. If I make just about two points, I won’t even sit down. 

The Cuarrman. Very well, you may come around. 

Mr. Raymond F. Kohn is president of radio station WFMZ-FM- 
TV, Allentown, Pa. 

Mr. Koun. I join Mr..Patterson. There are two broadcasters here 
that are appearing before these tests on pay TV. I would like to put 
my statement in the proper perspective and say that I am not here 
though, as a vested interest. I wish I were. However, the Commis- 
sion and the Congress have taken so much time to solve this television 
question over the last 3 years that in the meantime we have been di- 
vested of our vest and all the buttons on it to the tune of a half million 
dollars and no chance to get that television station back on the air in 
Allentown. 

In my area were five UHF stations. They are all dark today. None 
of them are operating. They have gone off the air. I heard this word 
“blackout” used so often by the network witnesses here, especially, and 
I want to say there is no comparison of the blackout in a 3-year test 

eriod of subscription television on 1 station in a 4-station market of a 

ew programs amounting to 15 or 20 percent of the time compared to 
the hours and hours and hours and hours of maybe 500 more stations 
across this country coming into being as a result of this added broad- 
ened base economically. 

The Cuatrman. Why are these UHF stations blacked out ? 

Mr. Koun. There are 3 VHF stations in Philadelphia, which is 50 
miles away and right in the midst of getting into operation the Com- 
mission allows higher power and no chance to get network affiliations, 
and so forth, and you cannot compete under those circumstances. 

That has been the burden of my testimony which I presented at 
length before the Senate committee last year and a half ago, and to me 
the whole promise of this new medium and one of the things that 
should be considered the most is the fact that it does show promise of 
bringing a whole lot more stations in local markets back to the air. 

Two stations in Reading, next to Allentown, went off the air, with 
which Mr. Rhodes is quite familiar. Another point that I would like 
to make—and I could talk for 2 hours on that—is bringing local tele- 
vision to more local communities. I believe that if this thing is suc- 
cessful it is possible—I am not saying probable—possible that every 
city of 10,000 or more population that can support 1 or 2 theaters will 
be able to support a local television station, and I don’t think I need 
to tell this committee, because you are close to your own districts, 
there are lots of towns of 10,000 or more. 

Many of you do not have big cities in your district, but to me that 
item of local expression for a local community is a paramount con- 
sideration that this committee should take up. The Commission itself 
when they allocated their report made that priority 2. Priority 1 was 
to get at least one signal to everyone. Priority 2 was local expression 
in local communities and down through our history, if I understand 
my history well, it has been that ability to express the activities of a 

community and bring them together that has been really one of the 
rockbottom foundations of our whole system of government. 
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When we went off the air we had dispaired that the FCC was goin, 
to do anything about the deintermixture, the cutback, the power o 
these VHF stations and so forth. We submitted in 1955 the first 
practical application testing subscription TV. We offered our facil- 
ities, and they were mighty fine facilities, to the Commission to use 
them and find out whether this subscription TV was a practical thing 
or whether it was a devilish thing, so to speak. 

I might add, Dr. Stanton, on his testimony yesterday said that he 
would not object if it were used in an outlying area where it would not 
take programs off the air of an existing station. We would have gone 
back on the air but when we filed our application to the FCC Dr. 
Stanton of CBS filed in opposition and didn’t even want that to be 
tried, so they have been consistently opposed even though the testi- 
mony may be controverted here during this hearing. 

I believe, also, that this is just part of a great overall problem that 
has affected this television industry but it is the only thing that I 
know that anyone has at the present time that may be of a possible 
solution to the problem that we face in television. I do not know 
of any other thing that is working. 

The Commission is trying a little selective deintermixture. It 
doesn’t work and this is the only promising thing and I say, let’s get 
it underway. 

The Cuarrman. Thank you. We are going to have to go. That 
is a vote and we have to be there when our names are called. I am 
sorry that is the situation, but it is. Thank you very much for your 
appearance here today. 

Mr. Koun. Thank you, sir. 

(Mr. Kohn’s prepared statement follows :) 


STATEMENT o¥ RAYMOND F. KouN, PRESIDENT PENN-ALLEN BROADCASTING Co., 
ALLENTOWN, PA. 


My name is Raymond F. Kohn, and I am president of the Penn-Allen Broad- 
casting Co., licensee of WFMZ-FM and permittee of WFMZ-TV in Allentown, Pa. 
My interest in subscription television goes back to 1947 when I first witnessed 
a demonstration of this new medium. I never forgot that experience. It’s the 
reason I am here today. It’s the reason that I have fought as hard as I know 
how to get it to the American people for the final determination of its true worth. 

Unlike most of the people in this room, I have never been in the position of 
an advocate or an opponent of subscription television. I do not have the clair- 
voyance—I do not have the wisdom—lI do not have the effrontery to pass judg- 
ment upon this issue—until I know more—much more—about it than I do now. 

I am consistent now, as I have been consistent throughout these past several 
years, when I say that an unprecedented cacophony of all that is illogical has 
characterized the argumentation of this question. 

In 1955 the Federal Communications Commission dismissed my company’s 
application to use our darkened UHF facilities to test the devil’s handwork or 
heaven’s blessings of this new development in communications. The FCC did 
not dismiss it as illogical but as premature. ‘The reasoning of that application 
was that no one knows what subscription television can mean to the further 
development of communications until it is tested in the only true crucible of 
American progress—the people in the market place—the people in the realm of 
enlightened education—the people in the realm of scientific advancement—the 
people concerned with any significant possible contribution to the sociological 
and economical growth of this country. It is superfluous to mention that all 
these criteria of judgment are a concoction of all the hottest breaths that 
currently breathe down the necks of every man in a responsible position today. 

At the risk of drawing a frown of disapproval from the chairman of this 
committee, I will say I do not know why these hearings are being held. I do not 
presume to have the public stature and experience of presidents and chairmen of 
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the boards of our great networks, but I do have the presumption, and beg this 
committee’s permission to express it, to make the observation that there is not 
a person in these United States who is wise enough today to say that sub- 
scription television is a good or an evil thing. 

Few issues of great significance have presented themselves to the Congress 
with a more simple, a more clear-cut answer to its intelligent resolution than 
the one being considered here. The Federal Communications Commission has 
already recognized it and resolved it. It has called for a test of subscription 
television—and upon this testing ground, answers to both fears and hopes alike 
will be found. Someone is bound to be wrong—but I say with all the sincerity 
of conviction that I possess—that the people of this country are, in the end, 
bound to be right—and even perchance they are not, with equal conviction, I say 
that they have the right, if it be their own free choice, to be wrong. In an issue 
of this kind, sociological in nature, Government’s power should not and, I fervent- 
ly hope, cannot invade the right of each and every household’s own determination 
of its choice of entertainment and enlightenment. 

It is unkind to say it, but it is no secret to every member of this committee, 
that the great bulk of the testimony they have heard and will hear is not the 
expression of the public which the Communications Act protects and which the 
eonscience of the FCC and the Congress are sworn to serve. Every evil—every 
good—that may lie inherent in subscription television have been presented to you 
in the varying shades of intense self-interest. These remarks are not a con- 
demnation of those positions. On the contrary, if it were not for the extreme 
pros and the extreme cons, it is doubtful whether a sane, sensible, logical middle 
ground could ever be found. 

My position—to my profund relief—is that that sane, sensible, logical ground 
has been found by the Commission in its order looking to the practical public 
testing of subscription television. The Commission’s order is both a challenge 
to the ingenuity and integrity of the proponents who stand to gain most by its 
public acceptance, and a referendum of the people to whom it is presented. No 
newspaper or Pulse or Roper poll can even remotely take the place of this 
practical, realistic referendum, whereby the product is displayed, paid for or 
rejected—and the vote registered irrevocably thereby. The latter result can 
be weighed as fact—not loaded conjecture. The Commission’s order looks to 
factfinding—its whole premise of final determination is based upon factfinding. 
Has anyone—anywhere—a substitute that matches this logical procedure? Who 
in this room—who anywhere—can say what is fact in this matter—before it is 
even established? The opponents say they know what will happen—they predict 
the direst of all circumstances—yet they have no more knowledge of the facts 
than do the proponents who prophesy that the American people will experience 
a renaissance in culture, education, and entertainment. 

It is elementary that the logical progression to true determination is hypothe- 
sis, then experimentation, then conclusions. The Commission has wisely 
applied this time-tested and time-proven formula to the determination of this 
issue. 

My advocacy of this public test is based upon the strength and promise of the 
hypothesis. The theoretical potentials of this new medium excite the imagination. 
It places no great strain on anyone’s vision to devoutly hope that subscription 
television can succeed in doing all, a part, or even one of the beneficial things 
the proponents claim for it. If it can, it then becomes a matter of applying the 
proper safeguards so that it does not, at the same time, operate in a way 
that it subtracts more than it adds to the public good. The Commission’s action 
has left the door wide open for the demonstration of the former and the appli- 
eation of the latter. Unless my sense of logic and reason has taken wings, I 
cannot for the life of me think of a more sound approach to the true determination 
of an unknown. 

I applaud the Commission’s judgment, its courage, and its integrity for fol- 
lowing the basic concepts and intent of the Communications Act in spite of 
the overwhelming and powerful forces arrayed against this promising develop- 
ment. Its independence in thought and action in this highly volatile proceeding 
is a noteworthy demonstration of what the Congress is striving for in the opera- 
tion of all administrative agencies. The Commission’s collective knowledge of 
this proceeding is expert knowledge—exceeding, I believe it is safe to say, that 
of any other Government body or individual thereof. The logic of its procedure 
in this case is unassailable. It is commited only to gathering facts. Three 
years from now it will sit down with all interested parties and weigh these 
facts on the scales of the public interest. Instead of 85 volumes of paper fili- 
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bustering, it will have factual substance on which to pronounce judgment. It 
would seem logical that this committee would welcome this factual material 
upon which to form its judgment as well. Surely, the purely conjectural argu- 
ments being heard here from both sides cannot take the place of documented 
evidence which has been gathered directly from the very public whose interest 
the Commission and this committee represent. Surely no Member of Congress 
advocates the practice of infanticide on a new medium that just might result 
in the establishment of local television stations in every community of 10,000 
people or more. Surely no one, with any public consciousness left, is satisfied 
with the specter of this great and wealthy Nation being served for all time by 
only. five-hundred-odd stations. In my area alone, 5 UHF stations have gone 
on and off the air during the past 4 years—and there are over a million people 
left without this vital local service. This tragic situation is duplicated in 
scores of like communities across the Nation. The Commission and committees 
of Congress have been walking a treadmill of despair for several years trying to 
find answers—poking pitifully at tiny solutions such as excise-tax relief, selec- 
tive deintermixture, drop-ins, satellites, and translators. 

Without the boldest kind of action—action which would curdle the blood of 
some people heard here this week much more than the thought of subscription 
television—there is not a single effective solution available—except this new 
development—subscription television. Please, Mr. Chairman, can we not have 
something positive, something promising, something constructive under way that 
might be part of the answer—or even the answer—to this whole television di- 
lemma? The Commission has not capitulated to any interest by its decision. 
the public interest. Its statuatory powers remain unimpaired by its decision. 
The fears you have heard expressed here have come from the same sources that 
have been monotonously repeating them over and over at every proceeding 
since the television inquires began years ago. The purported spokesmen for the 
whole television industry are seriously afflicted with a common ailment—an 
allergy to change. In a Nation and in a world in which scientiffe, social, and 
economic growth is paramount to survival, these soothsayers of gloom seek to 
command this country’s communications industry to stand still. Their synonym 
for progress is status quo. They have opposed and are opposing any change that 
might even remotely challenge their profits—or worse yet—their cherished 
prestige and dominance. No new idea can possibly have merit unless it is 
brewed in their own hallowed ivory towers. Each new thread to the status 
quo—to their stranglehold over the industry—sends them scurrying together 
into a new collection of extremely well-heeled associations which they promptly 
and altruistically place at the disposal of Government, purportedly to help solve 
the industry’s problems. Their bylaws are masterpieces of tongue-in-cheek 
prose. Their only interest, quite naturally, is the public interest. But un- 
written is the objective—delay, confusion, harassment, pressure—above all— 
the preservation of the status quo. How well they have succeeded can be 
measured by the tons of paper containing multimillion words plus the passage 
of time versus the solutions found and put into practice. 

With a feeling which I can only describe as wistful I would plead for a greater 
realization that there is a crucial need for some new and more dedicated blood 
in the broadcast industry. I, for one, and I suspect there may be a surprising 
number of others, am not satisfied to let the country’s whole future of communi- 
cations rest on the present leadership of broadcasting. In my opinion, there is 
only one way that a transfusion of new leadership can develop and that is by 
finding a way to get a thousand more stations on the air—most of which would 
have to be independent, nonnetwork stations. This is another reason, a compel- 
ing reason, which has led me to fight as hard and as long as I have to explore the 
possibilities of this new development—subscription television. 

But there is one inescapable conclusion to all the evidence that is now in. 
There never will be another thousand stations unless some new way is found to 
broaden the economic base of the television industry. Is subscription television 
the answer? The Commission has now set in motion an intelligent way to find 
that answer or at least, to shed far more light on the pathway to that answer 
than anyone now possesses. Does this committee—does anyone else—have any 
plan, or even a suggestion of a plan, that can take the place of this constructive 
procedure adopted by the Commission? Or does everything go back to a vacuum? 
Could it possibly happen that this committee would take an action that gratui- 
tously would hand over to the wire-TV interests this promising economic base 
upon which is a host of new television stations might find their existence? What 
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is worth more to a community—a television station that devotes a good share 
of its time to the public interest—or an operation like Bartlesville which devotes 
all its time to its own interest—profit? 

I cannot share the negative philosophy of those who would bury all thought 
of testing this new medium on the grounds that it might make the public captive 
of a massive monopoly or it might destroy all so-called free television. Such 
reasoning is that of people we all know who think of the atom only in terms of 
bombs and ignore its unprecedented capacity for good in the future development 
of this country. I believe that now that subscription television tests are author- 
ized, every effort of everyone who purports to be interested in the future growth 
and welfare of this Nation should bend every effort to help make it produce the 
positive benefits of which it may be capable. 

I intend, in whatever small way I can, to do just that. But believe me, if these 
same interests who choked off FM and then UHF— if those same powerful 
pressures can succeed in preventing the practical experimentation of this new 
development which holds so much beneficial promise for all broadcasting and for 
the Nation—if they succeed again in perpetuating their power in spite of govern- 
ment—lI will have had it, Mr. Chairman. There'll be a brandnew recruit to their 
ever-growing rank of cynical followers of the creed, “the public be damned”’—me, 

Thank you for hearing me out. 


The Cuarrman. We have statements to be filed for the record and 


will be included at this time from Mr. Lou Poller of Washington, 
D. C.; Col. John T. Carlton, Reserve Officers Association; Mr. James 
F. Hopkins, president of Michigan Music Company of Detroit; from 
Channel 16 of Rhode Island, Inc., Providence, R. I., WNET; from 
Wilton E. Hall, WAIM-TYV, Anderson, S. C.; from Frank Lyman, 

resident of the Middlesex Broadcasting Corp., with WTAO-TV 

ambridge, Mass.; Mr. Harold Thomas, president of WATR-TV, o 
Waterbury, Conn.; and an article captioned, “Menace of Pay-TV,” 
by Dallas W. and Jennie N. Smythe. 


(The statements are as follows :) 


STATEMENT OF LOU POLLER 


Mr. Chairman and members of the committee, my name is Lou Poller and 
I reside in Washington, D. C. I constructed and operated station WCAN-TYV, 
Milwaukee, Wis., for approximately 1 year and I still hold a construction permit 
for a television station in Milwaukee. I have had approximately 30 years of 
experience in the radio and television industry. The television station that I 
constructed and operated in Milwaukee was a UHF station. Milwaukee, at 
that time, was receiving service from a VHF station owned by the Milwaukee 
Journal and this station had been on the air for approximately 5 years. One hun- 
dred percent of the receivers in Milwaukee were VHF receivers and the record 
will show that I was successful in converting the television receivers in the city 
of Milwaukee and surrounding area to UHF. In less than 1 year over 80 percent 
of all the television owners in the greater Milwaukee area were able to receive 
the signals from my UHF television station. I believe that I can say with justifi- 
cation that I was responsible for UHF becoming a successful medium in the 
Milwaukee market to the extent that today Milwaukee is still being served by 
two UHF television stations. There are three VHF stations also operating in 
that market. 

However, the situation in Milwaukee is completely unlike the situation in many 
other markets of the United States. This committee, as well as committees of 
the Senate, is aware of the history of the television industry, especially since 
1952, when the Commission opened the UHF television band. 

The Commission’s decision to allow intermixture of UHF and VHF stations in 
the same markets has resulted in the almost complete failure of UHF, especial- 
ly in those markets which are presently being served by two or more VHF tele- 
vision stations. 

Since 1952 the problem of the survival of UHF has continued to be the No. 1 
TV problem facing the FCC. It must be remembered that approximately 80 
percent of all the television channels available in the United States are in the 
UHF band. Chairman Doerfer has pointed out to this committee that there 
are a little over 500 television stations in operation today in the United States. 
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Under the present rules of the Commission, it is possible for more than 2,000 TV 
stations to become established in the United States, but of this number 80 per- 
cent of them must be in the UHEF band. The failure of UHF simply means that 
practically 80 percent of all the available television channels are lying dormant. 
This is a disgraceful waste of precious resources in the communications field. 

With this history in mind, I have for some time been of the opinion that 
subscription TV can mean the revival of UHF and can mean the ultimate suc- 
cess of UHF in the United States. 

I agree with the Commission’s recent decision to accept applications from 
licensees and others who desire to participate in subscription telecasting on a 
trial basis, and I believe that the Commission has made a step in the right direc- 
tion in determining that the people of the United States should be given an 
opportunity to decide whether they want subscription TV or whether they 
desire that the present TV system be left undisturbed. However, I part com- 
pany with the Commission when they decide that subscription TV programs 
should be allowed to be broadcast by any TY station in the United States, regard- 
less of whether it is a VHF or a UHF station, and by network stations as well as 
nonnetwork stations. 

I filed comments with the Commission on July 8, 1957, on the subject of sub- 
scription TV. In my comments I strongly urged the Commission to allow field 
demonstrations of subscription TV in the following manner: 

(a) The authorization of field demonstrations should be limited to cities and 
towns where the present television service will not be depleted. 

(b) The testing of the various systems should be restricted to UHF television 
stations. 

(c) Only one station in each of the communities selected for testing should 
be authorized to conduct field demonstrations. 

(d) Only one system should be authorized in any given community. How- 
ever, all of the systems found to meet the technical standards should be permit- 
ted a true test, but this will be accomplished if all of the systems are tested 
in various communities. 

(e) Field demonstrations should be authorized only for nonnetwork stations. 

(f) At least 3 years should be allowed for the conduct of the field demon- 
strations. 

(yg) Between 15 and 25 percent of the stations total yearly operating hours 
should be allowed for the field demonstrations, and the stations authorized 
should be permitted discretion as to the percentage of time to be devoted to 
testing in any given week or month. 

There are three salient points in my recommendations that I believe destroy 
the arguments of the opponents of subscription television. These are restricting 
subscription TV to UHF stations, not affiliated with any network, and limiting 
the amount of time that they will devote to such programs. Somewhere between 
15 and 25 percent of their broadcast time should be adequate and will allow 
their viewers to continue to watch TV programs most of the day and night 
without charge. 

Limiting subscription television to independent nonnetwork UHF stations 
means that people in the United States will truly have an opportunity of choos- 
ing between the present type of television programs and the bill of fare prom- 
ised by the proponents of subscription television. 

Only in this way will subscription TV be an added service and not a replace- 
ment for the type of television programs which the people of the United States 
have become accustomed to viewing. The entire concept of subscription TV is 
that it can offer programs to the public that are not now normally seen. In i 
very short period of time the question of whether subscription TV will live or 
die can be determined. The public will not pay for the same type of television 
programs it has been receiving for a number of years free of charge. In short. 
the bill of fare of subscription TV is the paramount difference between the 
present system and the proposed system of subscription TV. 

Those who oppose even the testing of subscription TV to determine whether 
or not it is in the publie interest to adopt such a system, actually do not have 
the interests of the public at heart, but are selfishly attempting to preserve the 
monopoly which they presently enjoy. We must assume that anyone opposing 
subscription TV is doing so because they fear the competition of this new serv- 
ice, as the exhibitors of motion pictures frankly admit, or that as some execu- 
tives of the networks state “we are against subscription TV, but if it comes we 
certainly will be in it.” 
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The major opponents of the proposed new service are the movie exhibitors 
and the networks. It may be that some motion pictures theaters would be forced 
to close down, especially in some of the smaller cities of the United States if 
subscription TV were adopted on a nationwide basis. But this is no logical 
argument against subscription TV any more than it was logical for newspapers 
to oppose radio some 25 years ago. It is not the plan of the proponents of sub- 
scription TV to put anyone out of business. The airlines have constantly in- 
creased their competition with railroads, shipping lines, and other means of 
travel. With full knowledge of this competition, the United States nevertheless 
has encouraged the growth of the airlines and, in fact, are today subsidizing them 
to a limited extent. This, despite the fact that airlines are privately owned and 
are now most profitable to the people who had the foresight and courage to ven- 
ture into this new field of transportation. 

The radio industry did not cause the demise of the newspaper industry. In 
fact, as the Commission’s records will show, many of the newspapers in the 
United States sought and obtained licenses to operate radio and television sta- 
tions. The commercial airlines have increasingly competed with other modes 
of transportation, but the results have been salutary. In order to compete with 
commercial airlines, the railroads have constantly improved their facilities and 
increased their efficiency. In order to meet competition from the television 
industry, the movie industry has introduced better color, wider screens, and 
exciting methods of production, such as Vista-Vision, Cinerama, Todd A-O, etc. 
They have also created better products in an effort to lure the public into their 
theaters and away from television screens. 

So it is in every line of endeavor. The public, if given the opportunity, will 
either support or refuse to support a new industry or a new form of entertain- 
ment. But it is the public that should be given the choice. The best way 
to find out whether subscription TV is in the public interest is to allow the 
public to decide it. 

Far from driving movie exhibitors out of business, subscription TV offers 
an exciting new field for these experienced entrepreneurs. In fact, the movie 
exhibitors should be among the first to enter this new field of broadcasting. If 
given a chance, the public will eventually spend more money on this form of 
entertainment than they have in theatergoing and in attendance at movie 
houses, and the public will receive a great deal more for each dollar spent. 
Moreover, subscription TV will create more employment and will result in 
greater revenue for the Government. Subscription TV offers an opportunity 
for the movie industry and the movie exhibitors to rehabilitate themselves and 
instead of fighting the advent of this new industry the movie producers and 
exhibitors should welcome it with open arms. It is interesting to note that 
on June 11, 1957, the Hollywood AFL Film Council comprising unions and 
guilds representing more than 24,000 employees of the motion picture produc- 
tion industry, unanimously adopted a resolution urging that tests be held with- 
out delay (Broadcasting Telecasting, June 17, 1957, p. 87). 

The public of the United States has given a great vote of confidence to the 
present television system of buying almost 50 million receivers within the space 
of a few years and by devoting as much time as they do to viewing television 
programs. The present television system certainly could not have grown and 
prospered as it has without the support of the public. Television has been a 
great influence in the home, and has made its influence felt in politics, economics, 
and in our everyday life. 

Television programs have improved tremendously, especially since 1952 when 
the freeze was lifted and large numbers of television stations got into operation. 
The same economic laws that govern in other industries will apply to the tele- 
vision industry if subscription TV is authorized. In order to meet this new 
competition, the present television producers and operators will improve both 
equipment and the production of program material. These efforts to improve 
present day free television will result in great benefit to the viewing public. 
Moreover, we are firmly of the opinion that more people will make more money 
in television in the years to come than they ever have in the past, and more 
service will be rendered to the public by the present television system than has 
been rendered in the past, especially if subscription TV is established. 

Prior to the establishment of the present television system, some of the leaders 
of the radio networks were fearful of the future of radio if television became 
established as a nationwide competitive system of communication. Of course, 
it is well known that the radio industry is now stronger, and healthier, than at 
any time in the history of the industry. 
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Some of these leaders in the television field are now opposing subscription TV 
and are even fighting the proposal of giving subscription TV a true test of its 
potentialities. Their main argument is that eventually the public will have to 
pay for all of the programs that they are now receiving free of charge. These 
network officials have cited such programs as I Love Lucy, and other well-known 
programs as the kind of programs that subscription TV would “pirate,” and 
force the public to pay for. The truth of the matter is that the public will never 
pay for any programs that they can receive over their present television receivers 
free of charge. 

The Commission has the authority to authorize subscription TV. It has very 
wisely decided to first authorize field demonstrations to determine the best pos- 
sible way of establishing it in the public interest. As a result of these tests 
and other comments and suggestions, the Commission will develop the rules and 
standards for subscription TV, in the same manner as it has done for other 
forms of broadcasting. 

We are certain that as a result of these tests, the Commission will receive a 
wealth of information from many sources that will help in the establishment of 
this new and exciting medium for the American people. 


STATEMENT BY CoL. JOHN T. CARLTON, EXECUTIVE DIRECTOR OF THE RESERVE 
OFFICERS ASSOCIATION OF THE UNITED STATES 


Mr. Chairman, the Congress has many grave issues facing it this session. 
Perhaps pay TV is not one of them. However, to the ROA it is of some impor- 
tance due to the fact that we have been privileged to use free TV’s public service 
time to promote programs relating to the national security. Our organization 
has passed a resolution in this regard. 

The vital role which a free use of the air through radio and television could 
play in time of attack or other great national emergency leads us to view with 
misgivings the licensing of pay TV, particularly if this is from frequencies now 
allocated, or in the future to be allocated, to free commercial broadcasting. It 
is extremely irritating that at this time the American people should have to 
face this troublesome problem. We have enough to worry about as it is. We 
face a bigger national budget for defense and the imminent possibility of total 
destruction without any notice whatsoever. We are faced with more taxes. We 
are faced with an increased cost of living. We are faced with increased defense 
spending. 

Is this the time of an administrative agency, an arm of Congress, to cause 
the American public additional alarm? And all this has come about merely on 
the urging of a few who would like to make a profit from private use of public 
facilities for private profit. Pay TV, if brought about, would cause increasing 
inflationary pressures and increasing expenditures for entertainment which is 
now free. This is no time for a Government agency to let loose a raid on the 
family pocketbook. All the extra change we have should be spent for defense. 

This is no time to render valueless the public’s investment of over $15 billion 
in TV sets. This is no time to bring about further increases in defense spending 
by depriving agencies of the Government of public service TV time which is now 
free. In this connection I wish this committee would contact the Treasury 
Department, the Defense Department, the Army, Navy, Air Force, Marine Corps, 
National Guard Association, Civil Defense Administration, Selective Service Sys- 
tem, the Department of the Interior, and other Government agencies who profit 
from the free use of TV. How much additional appropriations would the Treas- 
ury Department need each year to finance its sale of Treasury bonds if free TV 
and its mass audience is cut off as a means of reaching 60 million people in 1 
night? The same goes for Army recruiting, civil-defense announcements, and 
even Smokey the Bear.” 

How thoroughly has this decision on pay TV been coordinated through the 
other Government agencies who will suffer a direct loss if it comes about? How 
much more money and how many more taxes would have to be raised to achieve 
the same results? Ask these people what free TV’s public service announcements 
mean to them. Not only in terms, but in terms of results. The public-service 
aspect is so basic that I do not see how any authorization of pay TV can be 
made without first examining these facts. 

There is one specific example that has been thoroughly documented by an inde- 
pendent Government agency in 1956. This has to do with the radio and TV cam- 
paign on behalf of the Armed Forces Reserve Act of 1955. Our organization is 
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very familiar with this particular program. This act was a complete failure with 
no hope of success until the radio and TV industry moved in to promote it. Begin- 
ning in April 1956, with Military Reserve Week, the largest public service cam- 
paign on behalf of a military program in peacetime history was launched. Over 
$8 million of free TV time was given to this campaign in only a few weeks. 

In fact you will still hear announcements about it on the radio and TY. 
Within 1 week the program was picking up. In less than 1 year, the response 
to the program was so great that the Armed Forces could not handle enlist- 
ments into it. This not only saved the Government money, it enhanced the 
national security. Do we want to risk taking this away from the American 
people? How did this program become such a success? Because major TV 
personalities such as Bob Hope, Dave Garroway, Robert Young, George Gobel, 
and others made personal announcements on their programs supporting this. 
They reached every TV home in the country, making over 2 billion impressions 
in 1 week. Even if the promoters of pay TV promised to do this, they would 
not reach the total audience reached by free TV. They would only reach a 
fraction, and there is doubt that such promotions would go on pay TV at all 
since the program producers have no responsibility to act in the public interest, 
The networks do. All of you know the names of the heads of our three TV 
networks. You know their activities in charities and public service fields, 
How many of you have heard of the vast array of those who wish to supplant 
with pay TV? 

Numberless private charities also benefit from public service time on free TV; 
for example, the advertising council recently announced that $10 million was 
raised in 10 days in a Red Cross flood relief campaign for which radio and TV 
were largely responsible. Fewer traffic deaths than anticipated occurred over 
the Labor Day weekend as a result of a broadcast campaign. There is a new 
series of Smokey the Bear commercials which is the latest step in a continuing 
campaign that in 17 years has cut forest-fire losses from 30 million burned out 
acres in 1942 to 6 million in 1956. More than 90 percent of all advertisers 
sponsoring regular programs on the TV networks have already pledged to par- 
ticipate in this type of campaign during the coming year. 

| realize, the American system of broadcasting has been criticized for a 
number of things, but no amount of criticism justifies any action which could 
destroy free network broadcasting. An outraged public would make their voices 
heard if this were to happen. You gentlemen know this. But, I am afraid 
the FCC does not, for they announced in their testimony that they did not see 
how they could possibly consider the voice of the public in reaching their 
decision. They said this in the face of over 40,000 communications which they 
received on the subject. 

The Speaker of the House, Mr. Rayburn, in his speech last February made the 
following statement : 

“T have asked the gentlemen to yield for a purpose. During the time I have 
been a Member of Congress, every board and commission has been set up except 
the Interstate Commerce Commission, many of them from the committee of which 
I was a member, the Federal Power Commission, the Federal Trade Commission, 
and the Federal Communications Commission, and the three laws administered by 
the Securities and Exchange Commission, the Securities Act of 1953, the Stock 
Exchange Regulation Act of 1943, and the Utilities Holding Company Act of 1935. 

I trust that the gentleman will set up a subcommittee, and I think under the 
Board authority of this resolution he has that authority, to go into the adminis- 
tration of each and every one of these laws to see whether or not the law as we 
intended it is being carried out or whether a great many of these laws are being 
repealed or revamped by those who administer them.” [Italic supplied.] 

If there is any field where a board or commission has exceeded its authority, it 
seems that this is one. 

We have seen polls on this subject and I am sure you have seen some mail on it. 
This indicates that the public is truly worried about this problem. Perhaps next 
to the national security, they are more worried about this than anything else. 

It is time that this committee and this Congress relieve the public of this 
minor irritant, so that the Nation can get down to business on the really serious 
matters facing us today. 

In conclusion, I would like to request that the committee make a part of its 
records pages 32 through 39 of the report of the National Security Training 
Commission of 1956, which outlines the details of just one campaign in the pub- 
lic’s interest, the Armed Forces Reserve program. Multiply this by all the other 
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campaigns each year and you have a clearer picture of what a few want to take 
away from the many in the name of the American system of free enterprise. 

I submit that free enterprise does not consist of using the public property for 
private profit and charging the public for its use. 
Thank you. 










STATEMENT OF JAMES F. HOPKINS, PRESIDENT, MICHIGAN Music Co. 






I am the president of Michigan Music Co. My company is the licensee of 
WMUZ-FM, Detroit, Mich. We are engaged in what is generally known as func- 
tional music service under which we provide special background music for res- 
taurants, hotels and other public places. We utilize our I'M station to provide 
such service and make a charge therefor. 

I heard of subscription television several years ago and thought at the time that 
the idea of charging the public for extra high quality programs without commer- 
cials was a good one since it would permit the public to receive something other 
than the hackneyed and repetitious programing which television now seems to 
emphasize. Since then I have been appalled as an American businessman by the 
gauntlet which the businessmen who want to try this new service on the public 
have been made to run by various Government agencies and congressional com- 
mittees. From what I read in the papers this constant governmental harassment 
and delay of subscription television have been generated by three television net- 
works and motion-picture theater interests who actually have the nerve to ask 
Congress to prevent a new business from starting solely to protect their own busi- 
ness from any competition from a new source. 

As a businessman, I ask your committee this simple question—how long do 
you think that American businessmen can be inducted to venture capital to bring 
new products or services to the public if they are forced to surmount innumer- 
able artificial obstacles and obstructions in order to even test their new idea on 
the public? I understand that the businessmen who want to try subscription on 
the public have already been forced to go through more than 6 years of proceed- 
ings before the Federal Communications Commission and submit literally thou- 

sands of pages in support of their proposal. In addition, a Senate committee last 
year held hearings on subscription and again required these businessmen to 
justify their right to start a new business. A year later, your committee is 
going over the identical ground previously covered by 6 years of proceedings be- 
fore the Communications Commission and by the Senate committee. The Consti- . 
tution protects even the lowest criminal from having to defend himself twice. 
However, in the case of subscription television, we find the unfortunate spectacle 
of honest and experienced businessmen who have invested millions in creating a 
new product being forced to justify to Government not once—not twice—but 
three times their good faith and right to go to the people and see if the people 
liked their new product. This is enough red tape to strangle every new inven- 
tion from the wheel to atomic power. 

Those of us familiar with the history of FM broadcasting recognize that some 
of the very same vested interests which are now fighting and delaying subscrip- 
tion television fought and practically killed FM broadcasting, which all technical 
experts admit is superior to AM, through constant harassment and dilatory 
tactics. Indeed, these vested interests fought and litigated the development of 

FM to the extent that they literally drove its inventor to suicide. Fortunately, 
for the American people, the businessmen who desire to enter into subscription 
television are apparently made of sterner stuff and have up to date been able to 
fight off these vested interests at every turn. However, even the strongest 
fighter among those who strongly believe that subscription television has a right 
to enter the market place will be forced to eventually give in if the various vested 
interests are permitted to use Government as an instrument of delay. I can only 
say that they will have to change the name of the song, God Bless America to 
God Help America if a few powerful vested interests are able to convince your 
committee or any other agency of government that businessmen with new ideas 
should be prevented from trying their ideas out. 

Sometimes the answer to a question can be obtained so simply through the 
application of common sense that it is lost in the shuffle. I think that in the 
“ase of subscription television we might revert to first principles and apply a 
little common sense to the question, and thus avoid the absurdity of being sand- 
bagged by pure propaganda issued by the networks and theatre interests for the 
purpose of protecting their monopolistic grip upon what the American public can 
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see and hear. Anyone with an ounce of common sense must know that the only 
way that anyone can ever truly find out whether the public will like or dislike 
subscription television is to try it. As a businessman, I challenge anyone to prove 
that there is a better way of testing a pudding than eating it. 

In conclusion, I can only request your committee with all the force at my 
command not to interfere with an inherent right of business to try new products 
on the public. I notice that in the title of the name of your committee the 
words “Interstate Commerce” are used. I can only assume that through the 
use of these terms it was intended that your committee create, improve and 
facilitate such commerce, rather than prevent or destroy it. It is upon this 
assumption that I submit that subscription television should be given Godspeed 
by your committee. 





STATEMENT OF CHANNEL 16 OF RHODE ISLAND, INc., (WNET) PROVIDENCE, R. I. 


Channel 16 of Rhode Island, Inc., permittee of television broadcast station 
WNET in Providence, R. I., requested an opportunity to submit this statement 
because it believes that its experience in the operation of a UHF television sta- 
tion in Providence, R. I., demonstrates the need in the public interest for the 
authorization and approval of subscription television operations in our com- 
munity. 

The public need for at least 3 competitive local television outlets in the State 
of Rhode Island which now only has 2 operating television stations located in 
Providence has been overwhelmingly demonstrated in various proceedings be- 
fore the Federal Communications Commission and recognized by the Commission 
itself. Nevertheless to date, it has not been possible, under the present television 
allocation structure to provide a third outlet which has any reasonable possi- 
bility of successful operation under the present scheme of television broadcast- 
ing. Subscription television, however, offers the real possibility that the city 
of Providence and the State of Rhode Island will be able to have more than 
2 television stations. It is for that reason that channel 16 welcomes the action 
taken by the Federal Communications Commission authorizing subscription 
television on a trial basis and earnestly hopes that no action will be taken 
by this committee of Congress which will prevent such a trial. 

The Federal Communications Commission sought to meet the recognized need 
of Providence and the State of Rhode Island for multiple television stations 
when, in 1952, it assigned 4 television channels to Providence—VHF channels 
10 and 12 and UHF channels 16 and 36, with channel 36 reserved for noncom- 
mercial educational use. Channel 16 of Rhode Island, Inc., thereafter applied 
for and was granted a permit for UHF channel 16. The station was constructed 
and began operation in the early spring of 1954. At the time only one television 
station was in operation in Providence. However, about a year later a second 
VHF station commenced operation in Providence on the other assigned VHF 
channel. Four months after the second VHF station began operations, WNET 
was compelled to suspend operation and go off the air in view of the station’s 
inability to obtain the necessary programs and revenues for successful competi- 
tion with the VHF stations. The station has been blacked out since that time. 

The decision to suspend the operations of WNET was one which we des- 
parately attempted to forestall and avoid for many months but this result was 
inevitable in view of the station’s heavy financial losses and the well-known 
circumstances which made it impossible for a UHF station to compete success- 
fully with two VHF stations even in a market as large as Providence. 

The fundamental reason for the blackout of Station WNET’s service was that 
it was denied any network programs. Without such programs and the revenues 
produced by such programs, it was literally impossible for WNET to continue 
in operation. The first VHF station in Providence was affiliated with two of 
the networks, NBC and ABC. When the second VHF station began operation 
with the CBS affiliation, there was literally no alternative but for WNET to sus- 
pend its operation until such time as some way could be found to provide the 
station the high-quality programs that would earn sufficient revenues to enable 
it to operate successfully in the Providence market. 

It is our view that subscription television, with the tremendous potential it 
affords, may very well constitute the basis upon which WNET can resume 
the operation of its station. This is, of course, equally applicable to the many 
other well known similar situations throughout the country where UHF stations 
have been blacked out by the same conditions which blacked out Station WNET. 
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And if a public trial of subscription TV proves that the American public desires 
subscription TV, this trial may very well be the key to the solution of one of 
the knottiest and disturbing problems with which the Congress and the FCC 
have been wrestling for the past 5 years, namely how to assure a nationwide 
competitive television system. For there can be little question that, by providing 
through subscription television, the means for fair competitive opportunity to 
existing UHF permittees and potential applicants for the great store of UHF 
channels which today are being spurned, the door will be opened to the abund- 
ance of additional television service to the American public to which it was 
found to be entitled when the television allocations were made, and which the 
public is now being denied because of the present intolerable impediments to 
the use of such channels. 


STATEMENT OF WILTON E. Hatin WAIM-TV, ANperson, S. C. 


My name is Wilton E. Hall. I am the owner of Station WAIM-TYV in Ander- 
son, 8S. C., one of the remaining UHF stations still on the air. 

I am also the owner of radio station WAIM and FM Station WCAC in 
Anderson and the publisher and founder of the Anderson Independent, a morn- 
ing and Sunday newspaper, and the Anderson Daily Mail, an evening newspaper. 

I can readily appreciate the grave responsibility of this committee in its 
deliberation upon the question of subscription television. For several years, 
I have followed the controversy on this subject with the greatest interest, not 
only because of the certain impact of the decisions concerning subscription TV 
upon my UHF television broadcast station but because of the profound public 
interest considerations inherent in the proposals for a subscription television 
service. I firmly believe that subscription television should be afforded the op- 
portunity for a limited trial in order that it may be determined whether or not 
it would be in the public interest to authorize this service on a permanent 
and more extended basis. 

My views, of course, have been influenced in considerable part by my ex- 
perience in the operation of UHF Station WAIM-—TV. That experience is not 
unique but I believe that it will be helpful to this committee in formulating 
its own conclusions on the question of whether subscription television should 
be given a trial. 

After the freeze was lifted I filed an application for a UHF station in 
Anderson, which the Commission granted on September 30, 1953. Sixty days 
after the issuance of that grant, WAIM-TYV went on the air. The initial invest- 
ment for television equipment alone approximated a quarter of a million dollars. 
Shortly before WAIM-TV was established, another UHF station, WGVL, had 
gone into operation at Greenville, S. C., about 30 miles from Anderson, Upon 
the faith of the great confidence which had been expressed by the FCC and 
important industry interests for the future success and importance of UHE ‘to 
the public. I conducted extensive promotional campaigns in my newspapers to 
encourage the public in the general area to obtain UHF receiving equipment 
and installations. 

WAIM-TV successfully negotiated a network affiliation with the Columbia 
Broadcasting System, pursuant to which it was able to telecast a number of 
popular CBS programs to the people of the area. Because of the expectation 
that with a CBS affiliation, the station would be able to attract a wide audience 
and the necessary revenues to support other programing of local interest, from 
the very inception of its operations, WAIM-—TV undertook the telecasting of a 
substantial amount of local programing specifically designed to serve the needs 
and interests of the Anderson community and the people within the service 
area of the station. Although the subsequent developments which I will relate 
have drastically impaired the ability of the station to continue such program- 
ing, the station has continued in operation devoting as much time to local public 
service programing as its limited returns will permit. 

As I have said, the situation in the early days of the operation of WAIM-—TV 
gave promise of a successful operation of a UHF station in Anderson. This 
situation was short-lived, however. A few months after WAIM-TV commenced 
operation, the FCC, over the objections of WAIM-TV, UHF Station WGVL, 
Greenville, S. C., and a UHF permittee in Spartanburg, S. C., authorized a VHF 
station assigned to Spartanburg to change its transmitter location to a site 
just outside Greenville and considerably closer to Anderson than the previously 
authorized site, and about 27 miles from Spartanburg, the city to which the 
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channel was assigned. The Commission has repeatedly rejected pleas of WAIM- 
TV and WGVL with respect to the certain destructive effect of this move on 
the UHF stations. This matter has been the subject of continuing court litiga- 
tion for over 3 years. 

However, although the court has reversed the Commission’s action with re- 
spect to this move on two occasions, and another appeal is now pending in the 
court with respect to a third Commission affirmance of its action, the Spartan- 
burg VHF station, in the spring of 1956, was permitted to begin operation at the 
new location. The result of that operation has been the transfer from WAIM- 
TV to the Spartanburg VHF of many valuable and needed CBS network pro- 
grams, the substantial reduction of its national advertising and the loss of local 
and regional business which it derived from the sale of time adjacent to net- 
work programs. As a result WAIM-T’V has been compelled to curtail its opera- 
tions and operate with a drastically reduced program schedule. The effects on 
the Greenville UHF station, WGVL, have been more serious since it was 
forced to go off the air the moment that the VHF station began operating at 
the new location. 

This situation points up the very important fact that the public in relatively 
small communities served by television stations, such as WAIM-TV and WGVL, 
which have unsuccessfully sought to provide program service, have had such 
services blacked out by economic and other conditions beyond their control. It 
goes without saying, (since it has been so often recognized by the Congress and 
the FCC) that within the present framework of the television allocations struc- 
ture set up by the Government, it is impossible for UHF stations to compete 
successfully and to render service in the public interest in situations where they 
are confronted with competition from VHF stations. In the present state of 
the development of television broadcasting, the popular network programs are 
generally unavailable to UHF stations since, in view of the disparity in the “‘cir- 
culation” of VHF and UHF stations, it has been the consistent practice of net- 
works and advertisers to furnish such programs to VHF stations in preference 
to UHF stations. Since UHF stations therefore find it next to impossible to ob- 
tain any, or sufficient, network programs, some other means must be found for 
providing such stations with sufficient high-quality programing and services to 
enable them to provide to the public, particularly in communities such as Ander- 
son, a continuing program fare which includes the kind of local public service 
programing I have mentioned. And this is essential in order that the public 
throughout the United States can have the benefits of a nationwide television 
system which assures an adequate number of competitive stations in aS many 
communities in the country as is possible. 

It is entirely possible that a trial of subscription television may provide the 
solution to this problem and may establish the likelihood of eventual realization 
of these benefits. In the light of the current unlikelihood of improvement of the 
admittedly serious situation existing in television today, the mere possibility 
that subscription television gives promise for such improvement should make it 
abundantly apparent that the public interest requires that it be given a trial 
without further delay. 





STATEMENT OF FRANK LYMAN, PRESIDENT OF MIDDLESEX BROADCASTING 
CORPORATION, WFAO-TYV, CAMBRIDGE, MASs. 


My name is Frank Lyman. I am President of Middlesex Broadcasting Corpo- 
ration, permittee of WTAO-TYV, a blacked-out UHF television broadcast station 
in Cambridge, Mass. 

I deeply appreciate this opportunity to express my views concerning subscrip- 
tion television for the reason that the decisions which are made with respect to 
subscription television will vitally affect my station and scores of other stations 
similarly situated. In addition, these decisions may, in large measure, determine 
whether the public will be served by the operation of numerous television broad- 
east stations as compared with service from a relatively few stations; and 
whether the public will be served by superior programs or by comparatively 
inferior programs. 

At the very outset I wish to make it clear that I welcome the action taken by 
the Federal Communications Commission on October 17, 1957, to the extent that 
it authorizes subscription television on a trial basis. I welcome the action even 
though it is my feeling that the Commission should have limited the tests to 
UHF stations only, because 5 years of experience have shown that such stations 


- - 


ey ee ee OU lUre 





SUBSCRIPTION TELEVISION 559 


cannot on the face of VHF competition obtain the necessary network and other 
high-quality programs which are so essential to the successful operation of any 
TV station. However, I believe that this action of the Commission is the first 
eoncrete measure adopted by the Commission which offers UHF stations the 
opportunity to operate and compete successfully with VHF stations and thereby 
provide the public with far more TV stations than are possible under present 
conditions. 

More than 10 years ago, it was apparent that the 12 VHF channels which 
were then available for television broadcasting were inadequate to meet the 
needs for television service throughout the country. In April of 1952, after the 
conclusion of extensive hearings and proceedings, the Commission issued its 
sixth report and order in which it adopted a revised table of television assign- 
ments, which provided for 70 additional channels in the UHF portion of the 
spectrum. These channels were assigned to communities throughout the entire 
country and were intermixed with VHF channels. At the time of the adoption 
of the sixth report and order the Commission was aware of the disparities be- 
tween UHF and VHF channels. However, the Commission concluded, in view of 
the great need for additional television assignments, that UHF stations could 
compete and operate successfully side by side with VHF stations and that UHF 
stations would become an integral part of a single service. 

Almost immediately after the freeze was lifted and stations commenced opera- 
tion on UHF frequencies, it became painfully apparent that the realization of 
the Commission’s objective of a nationwide competitive television service within 
the existing framework of the national television structure was doomed to cer- 
tain failure. It is of course unnecessary to review in detail the difficulties and 
obstacles in the path of the successful and continued operation of UHF tele- 
vision broadcast stations. These matters have been the subject of extended hear- 
ings before congressional committees and before the Federal Communications 
Commission. One salient fact emerged from these hearings: In the present state 
of the art affiliation with one of the major networks was absolutely essential to 
the successful operation of a television broadcast station. Further, the history 
of UHF operations throughout the entire country conclusively established that 
network programs were simply unavailable to UHF stations in virtually every 
situation where the network had a choice of affiliating with a VHF station or a 
UHF station. Almost without exception the network chose to affiliate with the 
VHF station in view of the disparities between UHF coverage and VHF cover- 
age. As a result UHF stations were doomed to certain failure because of their 
inability to obtain attractive programing. 

The experience of WTAO in Cambridge, Mass., is a graphic illustration of the 
inevitability of the failure of UHF stations in intermixed markets and the need 
for subscription television, so that high-quality programs may be made avail- 
able to television broadcast stations without network affiliations, and thus pro- 
vide them with the revenue necessary to enable them to operate in the public 
interest. On March 11, 1953, the Commission granted a construction permit for 
WTAO-TYV. Construction was immediately commenced, and was completed on 
September 1, 1953. The station commenced commercial operation within the 
same month. From the date of commencement of its operation WTAO-TV 
attempted to the fullest degree to program and operate its station in the public 
interest. Every conceivable step which might enable the station to continue in 
operation so that it might serve the public in its service area was taken by the 
station. It attempted to make its station a truly local and community station 
by making its facilities available as an outlet for the expression of the needs and 
interests of the people within its service area. During the period of its opera- 
tion it received hundreds of letters from local civic and charitable organiza- 
tions expressing their appreciation and gratitude for the efforts of WTAO-TV on 
their behalf. Nevertheless in March of 1956 the station was compelled to termi- 
nate its operations and go off the air. After 24% years of operation, continuing 
heavy losses compelled it to suspend operation and to black out its signal. 

In March of 1956 when WTAO-TV was compelled to suspend its operation, 
it was competing with two VHF stations in Boston, Mass. One station was 
affiliated with the CBS and ABC networks and the second station was affiliated 
with the NBC network. Following the suspension of its operation, an authoriza- 
tion was issued for a third VHF station in Boston, which obtained the ABC 
affiliation. At the time that WITAO-TYV suspended its operation and went dark, 
it was apparent that it could not continue in competition wih the 2 VHF stations 
in Boston for the reason that the 2 stations shared the 3 television networks. The 
advent of the third VHF station in Boston with the third network of course 
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underscores the fact that WTAO-TV cannot possibly resume its operations 
unless effective and remedial action is taken. 

As this committee is aware from the facts disclosed in many congressional 
inquiries concerned with the plight of UHF stations, the experience of WTAO- 
TV is the same as the experience of the scores of UHF stations throughout the 
country which either have already been blacked out or which are today fighting 
a losing battle for survival, with continuing deterioration and blackout of pro- 
gram service to the public. 

Since subscription television offers the hope that WTAO-TV and such other 
stations without network affiliations can be provided with the high-quality pro- 
grams which are so essential to the successful operation of television broadcast 
stations, I strongly urge that it be given a public trial. 

When WTAO-TYV suspended its operations, it advised the Commission that it 
would reinstitute the operation of its station as soon as remedial action were 
taken by the Commission or by Congress which provides a framework in which 
WTAO-TY may be better able to compete with other stations located in and 
serving its area. Among the possible steps which WTAO-TYV specifically ad- 
verted to which would enable it to resume its operation was the authorization 
by the Commission of subscription television. Clearly, the Cambridge public 
would gain in the event that its only television station is authorized to resume 
operation by broadcasting a limited number of programs on a subscription basis. 
For in addition to the programs which it broadcasts on this basis, WTAO—-TV 
will be required to and will be better able to devote the bulk of its program 
schedule to other programs of high quality on a nonpaid basis. And it should 
be obvious that the public interest is unquestionably served if the public will be 
able to receive the programs of many stations which they cannot today obtain or 
hope to obtain by making it possible for such stations to devote a small portion of 
their broadcast hours to subscription programs. 


STATEMENT OF Haro~p THOMAS, WATERBURY, CONN. 


My name is Harold Thomas. I am the president and sole stockholder of 
WATR, Inc., the operator of UHF television station WATR-TV at Waterbury, 
Conn. 

We are in the unfortunate position of an independent UHF station serving the 
same general area as 2 national network owned and operated stations; namely, 
WHCT at Hartford, which is owned and operated by Columbia Broadcasting 
System and WNBC at New Britain, which is owned and operated by the National 
Broadcasting Co., as well as 2 VHF stations, WNHC-TV, New Haven, affiliated 
with the American Broadcasting Co., and WTIC-TV, Hartford. While we have 
an ABC affiliation, WNHC-TV, New Haven, is the basic ABC affiliate for our 
area. We have attempted to the best of our ability to compete with these four 
stations but the inherent advantages which they enjoy by virtue of their status 
either as VHF stations or their ownership by, and affiliation with, a national 
television network gives them such vastly greater programing and advertising 
resources that the position of any independently owned station such as ours is 
an extremely difficult and constantly precarious one. 

If this committee is interested, as I assume it is, in fostering an economically 
nourishing climate in which hometown television, which affords an outlet for 
local expression and local advertisers, may have a reasonable chance to survive 
and to fulfill its potentiality of serving the interests of its community, it is 
necessary that a meaningful step be taken to broaden the base of economic sup- 
port for such a station. If the entire economic base for television continues to 
be confined to advertising, stations owned and operated by national networks 
and affiliated VHF stations will continue to have an overwhelming advantage in 
attracting advertisers and hence program material—to the detriment of any 
independently owned station whose interests and range of influence are limited 
to a small area. 

We believe that subscription television holds out a genuine promise of addi- 
tional economic support and high quality programing which would go a long 
way to reduce the disparity in strength between network owned and operated 
stations and VHF stations, on the one hand, and independently owned UHF 
stations, on the other. With such additional resources available to it, an in- 
dependently owned UHF station could offer really effective competition from 
which the local community would derive substantial benefits. 
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The Federal Communications Commission has .wisely decided to give sub- 
scription television a chance to demonstrate its capabilities in promoting the 
public interest in this and other ways. We urge the committee to allow this 
demonstration to take place as soon as possible, as we believe it may furnish the 
solution to our problem of economic survival. From our experience, we believe 
that with subscription faeilities available to supplement our other resources, we 
will be able not only to provide high-quality programs of a nature not now pos- 
sible, but will also be able to improve the quantity and quality of programs 
which we can offer to the public without charge. 


[The Nation, January 4, 1958] 


MENACE OF Pay TV 
By Dallas W. and Jennie N. Smythe * 


One of the most skillfully conducted public-relations campaigns of modern 
times has brought pay TV to the verge of acceptance. It is understandable that 
support for pay TV should come from those whose self-interest would be served 
by it—namely, the writers, actors, directors, and front offices of Hollywood and 
Broadway. For them and for sports promoters, the attraction is the tremen- 
dous revenue potential of box offices located in the living room of millions of 
American families who, on the average, spend 5 hours a day watching TV. 

But without the support or at least friendly neutrality of inteliectuals, pay 
TV would have made little headway. Intellectuals, however, have fallen easy 
prey to the pay TV merchants. This is regrettable on two counts. First, they 
have not pursued their own self-interest; second, they have failed to recognize 
their social responsibility for the welfare of the larger population of less educa- 
tion and sophistication. 

Let us examine the self-interest of intellectuals, who are genuinely frustrated 
in their need for mature, original entertainment. They are offended by repeti- 
tive, formula-ridden material and resent being manipulated and cajoled by ad- 
vertising. It is good that they feel this way. But such is their despair with 
the current product that they have grasped at the first alternative which seemed 
to promise Bach, Beethoven, and Bartok concerts and Broadway plays—espe- 
cially when it is suggested that pay TV would be free of crass commercial 
announcements. 

Looking only at the absolute economics of pay TV, the eggheads are impressed 
by what they think are the advantages of the box office approach. It might be 
profitable, they say, for a pay TV operator to broadcast a chamber music con- 
cert free of advertising. Because they would like to watch such a program, for 
a price, they conclude that pay TV would be a worthwhile addition to free TV. 
Let us, so they argue, pay for what we like; others could continue to enjoy free 
the $64,000 Question. 

This line of reasoning has been skillfully spread by the pay TV promoters. 
The facts, however, don’t square with it. First of all, there is good reason 
to suppose that pay TV would carry advertising just as does free TV. As Life 
said (on October 14): “* * * Once [pay TV] gains wide acceptance, what is 
to prevent a franchiseholder from selling commercial time?’ Occasionally, 
an advertising man says it more directly, William Lewis, president of Kenyon 
and Eckhardt, recently told a broadcasters club in Boston: “There is no reason 
why TY, like the print medium, should not receive income both from commercial 
interests and the general public which the producers are serving.” 

Deprived of the lure of no advertising, the intellectual falls back to what he 
thinks is more secure ground. Won’t pay TV provide finer entertainment than 
free TV? To this there are answers on several levels. One is: Look at the 
movies. There is no reason why even a big movie theater couldn’t cover its 
cost and make a profit by offering a film version of a La Scala performance. 
But how often do they? 

The more basic answer is that in‘our commercial culture, a box office attached 
to a mass-production line provides a mass-produced product. And pay TV, 
when it uses the air waves, will have a built-in mass-production line just as 
does free TV. After all, the reason which makes the use of the air waves more 





1Dallas W. Smythe is research professor of communications at the University of 
Illinois. He has written extensively on current problems in the mass-communication 
media. His wife collaborated in the preparation of this article. 
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attractive than wire lines to pay TV promoters is the cheapness with which 
a broadcast signal can reach millions of homes. 

“But,” you may say, “if it is possible to broadcast profitably programs which 
would satisfy a minority audience, why would this not be done on pay TV?” 
The answer is the same as that which must be given to the parallel question 
concerning the automobile industry. Why does Detroit not make cars like those 
European imports which appeal to minority automobile tastes because of their 
smallness, Maneuverability, and economy? Detroit could do so, and at a profit. 
The explanation lies at the root of mass production. Mass production is always 
concentrated on the product where the largest profit will be earned. Catering 
to a minority may yield a profit; it can never yield the largest profit. 

Pay TV may offer some genuinely cultural programs, especially at the outset, 
in order to cultivate the support of intellectuals who, by their acceptance of the 
new idea, may help to sell it to the general public. It may also offer cultural pro- 
grams as loss leaders to ward off public criticism and control. But the staple 
article which pay TV will offer will be determined, as one of its chief promoters 
frankly says, by the fact that “the arithmetic of low-cost mass distribution will 
also supply to subscription television.” 

If pay TV offers—as it must under existing conditions—much the same sort 
of fare as is now provided by free TV, what happens to the latter? Will the 
public want to pay to see the same kind of entertainment they now receive free? 
Obviously not. But the conclusion does not follow that pay TV will have to 
offer substantially different fare in order to be successful. A more realistic con- 
clusion is that the public will be given no choice but to pay for substantially 
the same thing it now receives free. For talent would rapidly be removed from 
free TV by the inexorable process of the market place. The clearest example 
is offered by sports programs. Already the Los Angeles Dodgers and the San 
Francisco Giants are unavailable for free TV, because the broadcast rights to 
their games have been bought by pay TV promoters. Here the mere prospect 
(not the actuality) of pay TV is depriving free TV of talent. As soon as sports 
events begin to be broadcast on pay TV, they will be preempted generally for this 
market. The bait held out to the public by pay TV promoters is that the occa- 
sional sporting event—a championship prizefight, for instance—not now avail- 
able to free TV, would be brought to the living room screen for a reasonable 
price. While the cost of viewing these occasional events may be nominal, the 
real price will be the aggregate pay TV expenditure for watching all the football, 
baseball, tennis, horse racing, basketball, golf and other sports which are now 
available free. Moreover, even the radio broadcast of sports events will stop in 
order to protect the market for pay TV broadcasts. 

As for sports, so with the most popular TV dramatic shows. Gunsmoke now is 
the most widely watched regular TV program. Its star (James Arness), its 
producer and its writers will inevitably withdraw from free TV if larger profits 
are in prospect from pay TV. This siphoning process follows from the fact that 
pay TV will be in a position to outbid free broadcasting for talent. For example, 
in the spring of 1957, Gunsmoke was watched in more than 13.5 million homes 
each week. The sponsors paid $38,000 for talent and $52,200 for station time, or 
a total of $90,200 per week. Now assume that only one-fourth, or 3,385,000 of 
the 13.5 million families who watched Gunsmoke weekly were equipped to receive 
pay TV. Assume that only one-fourth, or 846,000, of the equipped homes bought 
Gunsmoke (on free TV the show had an audience rating of 36 percent). Assume 
that the very moderate price of 25 cents was paid per viewing. This would yield 
a weekly gross of $212,000. Our assumptions have been conservative: yet the 
result is a gross pay TV revenue more than twice as large as the present total 
cost to its sponsors of the free program. 

The crushing effect of pay TV on free TV is discernible in other directions. 
Only about 20 cities in the United States have 4 or more TV stations. In all other 
cities, and in virtually all rural areas, the substitution of pay for free TV 
programs would preclude one or more of the networks from bringing free TV pro- 
grams to the stations. The clearest illustration of this would be in the one- 
station community, where each hour of pay TV operation would blackout free 
TV for that hour. Free TV network programing depends on the availability of 
station time; this is what the networks basically sell to advertisers. If pay TV 
spreads to the three-or-less-TV-station communities, it will cripple networks both 
hecause of station unavailability and declining audiences. Advertisers will turn 
from free to pay TV or to other mediums. In addition to diverting programs, 
therefore, pay TV would dry up the economic support of free TV. Faced with this 
prospect. the management of free TV networks would themselves go over to pay 
=. 
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What, then, do viewers stand to gain from pay TV? Championship prize 
fights and perhaps some “first-run” movies would become available to “middle- 
brow” and “low-brow” viewers. For the “eggheads,” the main attraction would 
be the largely illusory expectation of genuinely cultural programs. To gratify 
this expectation, the egghead supporters of pay TV seem ready to deprive the 
general public not only of the trite programs on free TV, but of the many finer 
programs which it also affords. Leaving aside entertainment such as Peter Pan, 
Blithe Spirit, NBC opera, and so forth, it is to be noted that free TV does produce 
See It Now, and other programs in the area of public affairs, as well as many 
nonentertainment shows of outstanding value. Pay TV could not be expected to 
provide as much of this kind of material. As CBS put it, “* * * While there are 
some advertisers who are interested in institutional advertising (to support such 
programs), there would be no coin-machine operators interested in institutional 
dimes when they can collect commercial dollars.” In this connection the perform- 
ance of the motion-picture theaters is revealing evidence of the almost total dis- 
interest of box-office operators in cultural material for minority audiences. The 
intellectuals are evidently mistaken in expecting pay TV to serve their unique 
needs. 

They have also been oblivious to the hardship pay TV would bring to the lew- 
income part of the population. To say, as some do, that the “low-” and “middle- 
brow” groups needn’t be deprived of their entertainment, for they can buy it on 
pay TV, is to reveal the essential vice of pay TV. For it cynically assumes that 
what is for the low-income viewer a “free good” should be over into an “economic 
good.” Presently the total direct cost to the viewer of free TV is the sum of his 
set depreciation, service calls, replacement parts and electric power—a total of 
about $80 per annum. That advertising (on TV and otherwise) may indirectly 
be paid for by the consumer is irrelevant. The consumers’ cost of living would 
not be reduced by pay TV. 

Well over half of all TV homes have incomes of less than $5,000. And Life’s 
consumer-expenditure study in 1956 shows that the total expenditure for recrea- 
tion and recreation equipment in households with incomes from $4,000 to $4,999 
was $233—with substantially smaller amounts for those with less income. The 
average household now spends much less than $100 a year on motion-picture 
attendance. No one knows just how much the middle- and lower-income groups 
would spend on pay TV. But, with payment by the program, the individual 
and family pressures might well result in larger total expenditures on pay TV 
than now go for TV set maintenance and depreciation plus motion-picture 
attendance. If as little as 25 cents an hour were paid for only half of the 
present average TV viewing time (more than 5 hours per day), the annual cost 
would be $228. Unless the intellectuals adopt a “let ’°em eat cake” point of view, 
they must be concerned over the potential hardship pay TV would visit on the 
nonegghead population. 

If viewers stand to lose from pay TV, who stands to gain from it? The answer 
is that the holders of the patents on the unscrambling devices necessary for pay 
TV expect fabulous profits. Telemeter, a Paramount subsidiary, estimated 2 
years ago that total pay TV revenue in 1960 would be about $4.5 billion, assum- 
ing 75 percent conversion and weekly payments per home of $2.50 (or a mere 
36 cents a day). Of this total, perhaps one-third would go to the pay TV oper- 
ator as distinct from the TV station and the program producer. 

Pay TV would create an industry rivaling in size the Bell System, and it 
would inevitably be a monopoly. While presently three different systems are 
proposed, it is inconceivable that more than one would be authorized for com- 
mercial development in a country with as much population mobility as ours, and 
in light of the tradition of standardized engineering specifications for broadcast 
services. According to all three principal promoters, the operating plan would 
be like this: The patent holder would license a local pay TV operator. This 
operator, under the control of the patent holder, would sell or rent encoding and 
decoding equipment to station viewers. He would buy time on the stations, 
determine what pay programs to broadcast, promote the business and collect 
revenues from the public. He would also pay license fees to the patent holder. 
The patent holder would establish a program distribution company which would 
become a nationwide pay TV program network. 

Control of program policy and the profits which would go with a nationwide 
monopoly of program distribution would thus rest with the patent holder. It is 
quite correct to say, as pay TV promoters often do, that the promoters would not 
monopolize program production. The program network would probably buy and 
distribute a substantial proportion of “independently produced” program ma- 
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terial. But the pay TV program monopoly would have the power to determine 
what Americans can view—and the unrestricted power to set prices as it pleased, 
In contrast to the stark monopoly of program distribution which pay TV involves, 
the shortcomings of the three free TV networks look to many people like a rela- 
tively beneficient oligopoly. 

We pointed out earlier that, where commercial stations are concerned, public 
service or educational material would have less chance than on free TV. What 
about educational stations? If the cost of education is to be assessed against 
the beneficiary of the education, educational TV stations could follow the pattern 
of private schools (except for the fact that the profit for the pay TV patent holder 
has no precedent in private schools). However, in view of the tax-supported 
public education tradition and the fact that the TV waves are public property, 
there is serious objection to placing a price tag on educational broadcasting, 
The objection is based on the fact that those who stand to benefit most from 
it may well be those least able to pay and least aware of the benefits to be de- 
rived from educational broadcasts. 

Pay TV would not help the UHF-TYV stations. Their problems are soluble 
by more direct means. Nor is it likely that pay TV will result in many “art 
theater” type of stations. 

The principal economic characteristic of an “art theater” is its relatively small 
physical plant costs and seating capacity, both conducive to long and profitable 
“runs” when word-of-mouth advertising produces a sustained audience flow. 
By its very nature, a TV station has a mass-market capacity for viewers. And 
the pressures, both from the mass-market side and from the patent-holder side, 
would make an “art theater” pay TV station an anomaly. 

The putsch for pay TV has been chiefly directed toward pay TV on the air- 
waves. But while its promoters have pressed for the use of broadcast pay TV, 
a less noticed development has provided an alternative more palatable to the 
public. Wired pay TV has been planned for by some 96 applicants for fran- 
chises in some 66 cities. For quite different reasons, motion-picture theater 
interests and 2 of the 3 promoters of broadcast pay TV have pushed it. Wired 
TV involves distributing programs from a central location by telephone cables 
directly to the TV receiver in the home. It does not displace any broadcast 
station because there are enough unused channels in every TV receiver to permit 
the reception of both free and wired pay programs. 

Since last September, the first actual wired TV system has been operating 
in Bartlesville, Okla., where 26 different films are delivered for 12 hours a day for 
a monthly price of $9.50 per home. Half of these films are first run and half 
reruns. Whether charged for on a monthly or per attraction basis, the same 
plan is contemplated for sports as well as movies. Skiatron (which has bought 
TV rights for both the Dodgers and the Giants) and Paramount’s Telemeter have 
been active in obtaining franchises and making other preparations for using 
wired TV. 

Wired TV has many advantages for the public as compared with broadcast 
pay TV. It would offer competition to free TV without preempting the channels 
or disrupting the structure of station-network relations. Because cables can 
earry not 1 but 3 or 4 simultaneous programs, wired TV offers much more 
service than broadcast pay TV. The technical quality of wired TV pictures is 
superior to that of broadeast TV. Wired TV requires no complex encoding or 
decoding equipment and avoids the many problems created by building a de- 
coder into the home receiver. It would thus avoid the tendency toward monopoly 
in TV-set maintenance which broadcast pay TV threatens. Possibly most attrac- 
tive is the fact that whereas a nationwide program monopoly would rest on the 
patents for encoder-decoder equipment for broadcast pay TV, the equipment for 
wired TV is readily available, requires no exclusive patents and would permit 
competition. 

While capital nivestment for both wired and broadcast pay TV will be enor- 
mous, the public would have to put up directly a large part of the sums required 
for broadcast pay TV (through purchase and installation charges for decoders), 
while the promoters of wired TV would have to bear the risks attending the large 
investment in cable lines. While wired TV would complete for program mate- 
rial against free TV, there would not be the fast siphoning process which pre- 
emption of broadcast channels would trigger. As a result of the greater cost of 
wire-line operation, competition for program material would also be reduced by 
a lesser ability to outbid free TV. And the public, especially the low-income 
public, would be protected considerably against the dangers of a wired TV 
monopoly by the continued availability of free TV service. 
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The Bartlesville wired TV experiment already demonstrates that the air waves 
are not necessary for pay TV. Indeed, by developing wired TV plans of their 
own, two of the three chief promoters of broadcast pay TV have undercut the 
ease for it. Congressman Celler and others have introduced bills to prohibit 
the use of broadcast frequencies for pay TV. Nevertheless, in October, the 
Federal Communications Commission authorized trials of broadcast pay-TV over 
a 3-year period, with the proviso that no licenses would be granted prior to 
March 1958. These trials would be limited to some 20 cities, each having 4 or 
more TV stations. Hearings are scheduled on the Celler bill this month and it 
is quite possible that congressional action may stop the broadcast pay-TV trials 
before they can be started. 

Those concerned with a resolution of the pay TV issue in the public interest 
must rely on Congress. For the FCC has abdicated its responsibility. It has 
not held an evidentiary hearing, without which no equivalent revolutionary 
change has ever previously been authorized in any broadcast service. Instead, 
it has given a green light for “experiments” which Congressman Celler cor- 
rectly says must “be regarded as potential commitment to a course from which 
there may be no return.” 


The CuHatrrman. Omar B. Ketchum, of the Veterans of Forei 
Wars of Washington, D. C., was given permission yesterday to file 
a statement for the record. 

I want to thank everyone for your cooperation with the committee 
this morning in an effort to accommodate those who were here on this 


important subject. 
Those who have been given authority to file statements will have 


5 days to submit your statement to be included in the record. 
This will conclude this series of hearings. 
The committee will stand adjourned. 
(The following material was received for the record :) 


UNITED STATES SENATE, 
Washington, D. C., January 15, 1958. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: May I respectfully present to your committee my 
views on the proposed scheme for subscription, or pay-as-you-see, television which 
I would appreciate your including in the record of the hearings. 

I am opposed to any form of television that wlil cancel the promissory note 
the Federal Government signed when it established, by law and by regulation, 
that television would be free. This note was made out to the American people 
who invested billions of dollars in receivers on the basis of it. 

Proposals for pay television would require the partial use of existing broad- 
cast frequencies in order to operate. They would broadcast on the air over 
established frequencies at selected hours of the day special programs that 
would emanate from the transmitter in a scrambled form requiring the set owner 
to pay a stipulated amount to unscramble the signal and afford him the bene- 
fit of seeing the production. 

We have over 500 so-called commercial television stations in the United States 
right now. When the allocation of channels for the development of our sys- 
tem was first discussed a decade ago, many experts predicted that by this time 
we would have upward of 2,000 stations on the air. We do not have that 
many for the simple reason that the experts were wrong in presuming that 
eompanion systems, UHF and VHF, would be able to do the job. 

Further growth of television to its full potential as a medium of vital 
influence will depend upon the availability of more space to be allocated to 
free television if we are to have a fully competitive system. These various 
proposals for pay television run absolutely counter to this basic theory of the 
legislation which established America’s broadcasting system. They propose, 
in effect, to usurp some of the limited free time now available and supplant it 
by a sort of domestic slot machine operation which would require the people 
to pay for something they are now receiving without charge. 
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Any system which utilizes for profit the allocated channels necessary to full, 
competitive, free service—even to a fractional extent—is, in my opinion, con- 
trary to the public interest. If I thought for one moment that the people of the 
United States were being denied a service that could be supplied by pay TV 
on broadcast frequencies, I would willingly withdraw my objections. 

It is estimated that the total contribution of American citizens to our free 
system of television, through purchase and maintenance of sets, runs to $17 
billion. Nearly $200 million has been invested by business and much more by 
individuals, through their talents and skills, in building a system which today 
stands alone as the greatest system of free broadcasting in the world. 

Any disturbance of that pattern, which is based on our traditional free cen- 
cept toward all public media, jeopardizes the entire structure. This holds true 
even if it were limited to use of existing channels part of the time on a charge- 
per-customar basis. 

The air waves are a natural resource. The entire system of broadcasting, 
both radio and television, has grown up under the concept that frequencies be- 
long to the people. If one wished to employ the air waves for commercial 
reasons and wished to use certain frequencies either for radio or television, 
it was understood that advertising would be used to build up the programs as 
a means of building up a listening and viewing audience, and as a means of 
selling a product, but that use of the frequency would be free to the viewers. 

Forty million households enjoy free television in the United States. The sys- 
tem, therefore, has been endorsed overwhelmingly by the American people. 

Should there be a system of pay TV, the promoters—by charging, let us say, 
$1 per set for a feature that normally would reach 18 million sets, could ob- 
tain more revenue than such a feature normally would cost to produce on a 
network. 

In other words, pay television could survive on approximately 5 percent of 
the total audience. In effect, 95 percent of the present audience would be 
“outbid.” 

Therefore, we could expect ultimately that some of our finest programs would 
be siphoned off free television by the competitive system of pay TV. Thus, 
existing service would be denied to present free-set owners. Rather than sup- 
plementing free service, pay TV would hamstring it. What would become of 
the thousands of national and local advertisers who employ television to move 
goods and services, and what economic repercussions would ensue, can only be 
imagined at this point. 

The Federal Comunications Commission’s authority under the law to author- 
ize pay TV tests is open to serious legal question. One must assume those 
tests would be conducted on existing facilities licensed to broadcast under 
the free system. Therefore, legal authority to do so has not been established. 

I earnestly request that your committee take all appropriate action to pre- 
vent pay television from obtaining a foothold. 

Sincerely, 


CHARLES FE. Porter. 


TRANS-AMERICAN TELEVISION ENTERPRISES, INC., 
Boston, Mass., January 16, 1958. 
Chairman OREN Harris, 
House Interstate and Foreign Commerce Committtee, 
Washington, D.C. 


Deak Mr. Harris: This statement is filed in response to your telegram stating 
your preference that I file a statement for the record in lieu of my personal 
appearance. I regret that it is not practicable for me to be heard in person, 
but I am well aware that the number of people, like myself, who are strongly 
in favor of subscription television, are far too many to make it practicable 
for all of us to testify in person. 

My personal interest in subscription television stems from my 100 percent 
ownership of station WHEF-TV (channel 62) in Brockton, Mass., a Boston 
suburb. I obtained a construction permit in July of 1953, but have never been 
able to go on the air for two principal reasons: (a) The obvious inadequacy of 
local advertising revenues to support another station in the Boston area when 
all three national networks already have VHF outlets here; and (b) the ob- 
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vious impossibility of obtaining UHF conversion in the Boston market when 
my programing would have to be limited to the inexpensive and low quality 
giveaway product which is all that local advertisers could afford. 

My only hope of going on the air is through the use of subscription television. 
Through its use, the finest in entertainment programing could become available 
through my station to televiewers in the Boston area. The payment by sub- 
scribers of a small fee at the home box office would enable me to procure box- 
office-quality programing unavailable now or in the foreseeable future to ad- 
vertisers because of its prohibitive cost. These subscription revenues, supple- 
mented by programs sponsored by local advertisers, would also enable me to 
finance the operations of my proposed station and, thereby, to bring an added 
programing service, in part free and in part subscription, to the people of the 
Boston area. 

Today the people of Boston are limited to the 3 programing services of the 
3 national networks. These three networks have an absolute monopoly with 
which no broadcaster in my position can hope to compete. I know they don’t 
want me to be able to compete with them, but I believe that I am entitled to 
the right to compete with them. I further believe that it is your duty, as the 
elected representatives of all the people of the United States, to see to it that 
I am given the opportunity to compete. That is the American way, renowned 
throughout all the world. Any entrepreneur here has the freedom to go into 
business and to compete for public favor. Behind the Iron Curtain and under 
the cartel systems of the Old World, competition is limited and vested interests 
are protected from competition. The networks and theater owners are urging 
you to adopt this foreign concept and prevent by legislation the establishment 
of competition from me and other broadcasters anxious to pioneer a subscrip- 
tion service. If you follow the urging of the network and theater monopolists, 
you will, of course, insure the continuance of the monopoly they now have over 
television entertainment and the exhibition of first-run feature films. On the 
other hand, if you refuse to approve legislation outlawing subscription television, 
you will insure me the opportunity to establish a new business and to bring a 
new and valuable service to the public in my community. 

It is my opinion that the Congress should let the people decide whether sub- 
scription television is a worthwhile service. The Federal Communications 
Commission has already provided for a carefully controlled test operation of 
subscription television for a limited period of 3 years, in order to find out 
whether the American people want and are willing to support such a service. 
No one can possibly know whether or not the people will support such a service 
until the people have had a chance to try it. If the people buy subscription 
programing to an extent sufficient to support the operation, during the proposed 
test period, the service will grow and prosper and the fact that such a service is 
in the public interest will become self-evident. Conversely, if the people fail to 
buy the programs offered by subscription television in competition with free 
television, it will die a natural death. Under these circumstances, it seems 
foolhardy for the Congress to attempt to determine at this time whether or 
not subscription television is in the public interest. 

The charge has been made by the networks and by the president of the Na- 
tional Association of Broadcasters that subscription television will take over 
all free programing. He certainly isn’t speaking for me or many other broad- 
casters in making such a charge. To me, that charge is absurd. The American 
people certainly would never pay for what they are accustomed to seeing for 
free, Furthermore, the average family budget is too limited and the quantity 
of box-office-quality programing is too small to permit subscription television to 
become anything more than a supplementary service. In my opinion, advertis- 
ing-sponsored television will be improved rather than hurt by the stimulus of 
competition from pay TV. 

I respectfully urge that your committee do nothing which might interfere 
with the entrance of a new and potentially valuable subscription-television 
service into the American market place as a supplemental broadcasting service. 

Respectfully submitted. 

TRANS-AMERICAN TELEVISION ENTERPRISES, INC., 
Harry E. FRANKS, President. 
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RICHMOND, CALIF., January 14, 1958 
Representative OREN HArrIs, 
House Interstate and Foreign Commerce Committee, 
House Office Building, Washington, D.C.: 

Among others involved in educational television, am most disturbed about 
potential cancellation of subscription-television trials. Willing to appear at 
hearings. 

Dovuetas D. VoLLAN, M. D. 


STATEMENT BY BERNARD WEITZER, NATIONAL LEGISLATIVE DIRECTOR, JEWISH Wak 
VETERANS OF THE UNITED STATES OF AMERICA 


On behalf of the Jewish War Veterans of the United States of America, I am 
happy to express appreciation for this opportunity to submit our views in opposi- 
tion to the proposals of the Federal Communications Commission for experiment- 
ing with the use of TV air channels now available as a means of determining the 
desirability of pay television. This stand was set forth in the following resolu- 
tion unanimously passed at the 62d Annual National Convention of the Jewish 
War Veterans of the United States of America in Boston, Mass., August 12-18, 
1957 : 

“Whereas it has been indicated that the Federal Communications Commission 
may consider granting television channels to organizations which will telecast, 
for a fee paid by the individual television-set owner, selected choice programs 
such as world-series baseball games, football games, theater productions, and the 
top entertainment stars ; and 

“Whereas with withdrawal of such events from the present free television 
channels will seriously cut the overall entertainment value afforded without 
charge to the tens of millions of American families who have invested approxi- 
mately $15 billion in their television sets ; and 

“Whereas, under the above-named conditions, major advertisers who now foot 
the bills would find television an unremunerative advertising medium; and 

“Whereas, under the present system of telecasting, the stations give free time 
to a wide variety of public-interest programs, which was well illustrated when our 
organization, in cooperation with other veterans’ organization and the Defense 
Department, undertook to bring to the American public a full understanding of 
the Reserve Forces Act, which facilities could not be made available except by 
the continuation of the present television system: Now, therefore, be it 

“Resolved, That the Jewish War Veterans of the United States of America in 
62d annual national convention assembled in Boston, Mass., August 12-18, 1957, 
urge the Congress to investigate, at once, the desirability of limiting any powers 
which the Federal Communications Commission may have to grant pay TV chan- 
nels in order that the owners of TV sets may not lose the entertainment, infor- 
mation, public-interest, educational, and other programs which they now enjoy 
free of charge.” 

Your committee has had much testimony pro and con on this subject from the 
leaders in television as it is now conducted and from those who wish to collect a 
toll from a percentage of TV-set owners for the privilege of listening to programs 
which the pay television proponents will select for their paying listeners. The 
Federal Communications Commission has also presented its reasons for wanting 
to initiate experiments in pay television, because they feel they cannot tell what 
will happen without such experiments. 

One thing is certain about these experiments, and that it is that set owners 
will at once be deprived of their full freedom of choice in listening to such pro- 
grams as are now available over the air channels which reach their communities. 
In fact, set owners in communities which have only 1 channel available will have 
no choice but to see their sets dark and silent unless they are willing to pay the 
fixed toll for pay TV during the daily 2 or 3 hours’ which are granted for the 
experiment. Such a state of affairs was certainly never contemplated by the 
set owner when he paid up to several hundred dollars for his TV instrument. 
It is clearly unfair to saddle such privations upon millions of set owners (per- 
haps 90 or 95 percent of the total set-owning public) who will not wish to pay, 
by the month or otherwise, for pay TV programs, or who cannot afford to pay, 
in order to determine whether 10 or 5 percent or even fewer of the set owners 
will find pay TV sufficiently superior to justify spending $5 or $10 per month 
to be in a privileged group. 
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Assuming that the experimental period for pay TV proves that approximately 
2 million to 4 million set owners would choose to pay for having their sets 
equipped to receive pay TV programs and to pay the monthly charges for such 
programs, we would have a small minority of the American TV set-owning 
public in a position to outbid some 40 million set owners for the top features 
of the TV programs now available. As new stars or new entertainment features 
come over the horizon and their acceptance by the public is demonstrated there 
would be a similar auction in which a high bidder would ultimately be pay TV. 
The average level of entertainment value on free TV would inevitably decline 
and the 40 million nonsubscribers to pay TV would be, in effect, robbed of the 
investment they made when the purchased their TV sets. Such a situation 
would necessarily pressure TV stations and TV networks into going on a pay 
TV basis themselves. Your committee should take steps to see that the general 
publie should not be pillaged in this fashion. Under the present system of free 
TV, there has been a fairly liberal amount of time given by practically all sta- 
tions and network systems, to general information, cultural and educational pro- 
grams. With increasing economic pressures, such programs would tend to be 
squeezed out as a relatively small proportion of the public is interested in such 
programs. 

There have been statements before your committee unsupported by any proof 
that TV set owners are paying for their programs now because the cost of ad- 
vertising is added to the price of the goods advertised. Our free enterprise sys- 
tem founded on mass production permitting low costs must be complemented by 
mass consumption at a high level. This calls for energetic merchandizing and 
selling methods of which advertising in an integral part. 

Altogether, this system gives us more goods for less money. The American 
worker gets more of the things he wants for an hour of work than any other 
worker in the world. By and large, advertising contributes its full share to 
this desirable end result in our economic system. 

However, if one were to grant that the TV advertising costs are added to the 
purchase price of the goods advertised, the average family spending $2,000 or 
$3,000 a year in retail establishments would be paying approximately $0.45 to 
$0.75 a month for TV advertising expenditures. The moderately well-to-do 
family spending from $6,000 to $9,000, annually, would be footing the TV ad- 
vertising bill to the extent of from $1.35 to $2.25 per month. In other words, 
people who spend more, foot more of the TV advertising bill. Under the present 
free TV system, the lowest income earners who can afford to buy TV sets, have 
the full freedom of choice to enjoy the entire range of TV programs as has the 
top 10 percent of our economic level. On that score, the 10 percent top income 
American families are not privileged beyond the rest of us, as they would be if 
pay TV is permitted to use the air channels which are now available to all TV 
set owners. 

May I respectfuly urge your committee to halt any step which will take away 
from 90 percent or more of TV set owners, what they confidently thought they 
were purchasing when they bought their sets—full freedom of choice to listen 
to any program available on the air channels in their communities, without 
any added cost for programs. 





ARLINGTON, VA. 
Representative OREN HArrIis, 
House Office Building, Washington, D.C.: 

The Suburban Music Teachers Association of Arlington, Va., member of Na- 
tional Federation of Music Clubs, wish to register a vigorous protest to pay 
television. It would mean the end of good music and educational programs for 
our children. We request this telegram be made part of the hearing record. 

JULIA F. PEACOCK, 
Corresponding Secretary. 


STATEMENT oO¥ T. F. FLANAGAN, Harrison, N. Y., IN RE Pay TELEVISION 


As suggested by Congressman Harris, I am submitting a statement instead 
of asking for an appearance. 

I am retired managing director of the Station Representatives Association, 
dealing with hundreds of radio and TV stations. I was previously sponsor of 
network and local programs including regional network baseball broadcasts. 

For personal reasons equally applying to millions of retired men and their 
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wives, I greatly desire pay television to make available for viewing the current 
top movies. Like the 80 million people who used to attend movies, my wife 
and I enjoy them. We enjoy greatly some of the old movies shown on TV, 
such as How Green Was My Valley, the Doctor Kildare series with Lionel 
Barrymore, and some others. We do not find it practical to attend movie 
theaters. It is a 5-mile drive to the nearest good movie theater, the weather 
often makes it difficult, parking is a problem, but the invention of TV has made 
it possible for us to see the finest current product of the movie industry in the 
comfort and health of our own home unless we are blocked by unwarranted 
interference. 

How we would like to see Around the World in 80 Days, the Ten Command- 
ments, and others of the 10 best movies of 1957, and the coming best ones of 
1958. You know the itinerary of the big ones. Long runs in New York where 
it’s impractical for most people to see them. A long wait—then to the smaller 
cities and towns when they are no longer new. It does no good to tell us that 
we can see them 10 years hence—millions of us will not be around then. But 
we can see them now if Congress and the FCC doesn’t get in our way. We 
are entitled to this superior entertainment, culture, mental stimulation; we 
can afford to pay for it; the mechanics are practical. 


EVEN BETTER PROGRAMS 


We cannot possibly visualize the further great programs pay TV can bring 
us—stage shows, travel, spectacular creations made possible by the promise 
of larger revenue than even the greatest movies have produced and immediate 
revenue from millions of homes, from only one print. 


FREE COMMERCIAL TV IS GOOD 


We should all be thankful for the TV programs we are getting, at least for 
some of them. Rarely, however, do you see a TV program that, in the enter- 
tainment category, approaches the best the movies have done. We are entitled 
to the best of both the TV and the movie world. Especially we are entitled 
to something better than the repetitious, corny situation so-called comedies 
that clutter the air in the preferred evening hours. That’s the time we should 
have the current movie output as a choice. 


CONGRESS HAS NO STATUS QUO DUTY 


I feel sure that in this enlightened era of freedom, Congress is not influenced 
by any idea of trying to preserve the status quo of the movie theater industry, 
or the TV networks, or the advertising opportunities of sponsors. You would 
be horrified at labor union blocking of labor-saving machinery to preserve jobs. 
To block a new service facility for the public is in the same category. 


THE AIR BELONGS TO THE PEOPLE 


True; and they are entitled to the best communication facilities inherent in 
television waves through that air. Congress properly makes laws to enforce 
freedom, to prevent spoliation, to insure healthful foods and drugs, but voters 
should be properly indignant if their elected representatives step in to prevent 
the development of inventions, to limit the voter's enjoyment of services made 
possible by our great strides in engineering and the arts. 

I urge that Congress take no action to block a promising new and remarkable 
achievement in television. 





DraFrrt STATEMENT FOR THEODORE JONES 


JANUARY 14, 1958. 
Chairman OREN HARRIS, . ’ 
House Interstate and Foreign Commerce Committee, Washington, D.C. 

Dear Mr. Harris: This statement is filed in response to your telegram stat- 
ing your preference that I file a statement for the record instead of testifying in 
person. I regret that it is not practicable for me to be heard in person, but I 
realize that it is impracticable for all of us in favor of pay TV to be heard in 
person. 
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I am not presently engaged in TV broadcasting, but I have for many years been 
president of radio station WCRB in Boston and would like the opportunity to 
be able to participate in the operations of subscription television in the same 
community. 

As a radio broadcaster I have chuckled at the charges by vested television 
interests that subscription television would kill free TV. These interests showed 
little concern over what free TV might do to radio, but over the years similar 
charges have been made by others that free TV would kill radio broadcasting. 
Neither charge has any merit. Today radio is growing and prospering alongside 
a growing and prosperous free TV service. Radio broadcasting has adjusted to 
the competition of free TV, just as I am sure that free TV will adjust to the 
competition of subscription television. 

The format of radio broadcasting has changed over the years. For a con- 
siderable period of time radio broadcasting was dominated by the national 
networks, Today that is no longer true. Instead, radio broadcasting has truly 
become an outlet for local expression, just as was originally contemplated by 
the Communications Act and by the Federal Communications Commission. TV 
today is more fully dominated by the national networks than was ever the case 
in radio. 

Because of the greater expense of TV broadcasting, local TV stations cannot 
effectively serve local markets as outlets for local expression and local adver- 
tisers. Instead, local TV stations serve as outlets for the expression of the cul- 
tural and entertainment tastes of national advertisers and a few network execu- 
tives in New York City. Their cultural and entertainment tastes, in general, 
with certain notable exceptions, appear to be based on providing the cheapest 
and most innocuous material that will supposedly appeal to the lowest common 
denominator of the American people. What free TV is selling is commercial 
announcements. The programing is secondary to the sponsors who buy it except 
to the extent that it be sufficiently appealing to the lowest common denominator 
of the American public to attract attention to the commercial announcements. 
So long as the American public continues to accept that monotonous free supply 
of so-called programing, and makes no protest, they will get little better. In all 
fields of entertainment, other than broadcasting, the American public pays for 
what it gets and is able to choose what it wants. Books, papers, and magazines, 
which the public reads, the plays and pictures the public sees, and the records 
the public plays are chosen, purchased, and paid for. They live or die by free 
public opinion, by the vote of men and women ready to put down money for it. 
The American people deserve the same freedom of choice and the right to buy or 
not buy what they want to see on TV sets. I think it is the duty of Congress to 
see that the American people are given that right, so I urge you to do nothing 
which might interfere with the pending test operations of subscription television 
as authorized by the Federal Communications Commission. 

One of the greatest opportunities subscription television offers for the future 
is to support educational television. It is my hope that the Commission will 
eventually authorize educational stations to use it. I would like to see our 
educational station in Boston using that service, which has aptly been termed 
the application of the tuition principle to educational TV. In that connection 
I call your attention to the enclosed copy of an editorial in the December 1957 
issue of the NAEB Journal published by the National Association of Educational 
Broadcasters. It urges the opportunity for pay TV to be given a chance to com- 
pete in the market place. The needs and urgings of educational broadcasters 
must not be ignored. 

Educational, as well as entertainment and other cultural tastes, vary by 
locality and need the grassroots support possible by pay TV. To me, the op- 
portunity for local expression offered by subscription television is an all-im- 
portant facet, just as it is in radio. Local drama groups, local athletic events, 
and local educational activities can become an important part of subscription 
programing, even though they are import only to local minority groups. Through 
price adjustments at the home TV box office, minority groups can support the 
type of programing they want by paying a higher individual price than need be 
charged for mass entertainment, just as is done in opera house and concert hall. 
Likewise, mass entertainment can be brought to much larger numbers of people 
through subscription television at a lower price than is now charged at the movie 
or theater box office or at the stadium. By way of examples, the Boston Sym- 
phony, I believe, could be supported on subscription television in Boston. Yet no 
national advertiser or network would dream of sponsoring it on a national TV 
network on a regular basis. Likewise, in Boston the Harvard-Yale game could 
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attract a mass audience at a smaller price on subscription television than is 
charged at the stadium at the same time as other games would attract tremendous 
local interest in other subscription markets. 

On the other hand, the nationally sponsored college football game of the week 
attracts many viewers but little real interest outside of the areas of the par- 
ticipating teams. Similarly, the audience for various stage plays and new 
feature movies varies to a substantial degree depending on the community in 
which they play. Many other examples could be given of the self-evident ability 
of subscription television to program for local taste, just as radio now does. It 
is equally self-evident that national network programs sponsored by national 
advertisers are not tailored to fit local interests. 

There is no substitute for freedom of choice in local TV programing. So long 
as some TV network, subject to the budget and the censorship of a national 
advertiser, is choosing what the public throughout the United States can see on 
TV, commercial TV, in the majority of cases will not enrich thought and culture 
nor help much in the general education of our citizens, young and old. There- 
fore, I urge you again to let subscription television unleash its potentials to 
improve American television. The Federal Communications Commission has 
acted wisely and well, after long and thorough deliberation, to permit a limited 
test of this promising new invention. Let this test proceed as planned. Only 
after such test is completed can Congress conceivably know whether legislation 
is needed to regulate it. My own opinion is that no such legislation will be 
needed, but I, no more than you, can pretend to know what regulations may be 
needed for a service which never yet has been tried on a commercial scale. 

Respectfully submitted. 

THEODORE JONES. 

Sworn to and subscribed before me this 18th day of January, 1958. 


[SEAL] NATHALIE H. JOoNEs. 





{The NAEB Journal, December 1957] 
Wuart Asout Pay TELEVISION? 


Much pro and con discussion has appeared in recent months concerning pay 
television. One should not be surprised to discover that those who propose to 
provide this new type of service would attempt to persuade the people that such 
a system would offer additional choices to viewers, particularly of programs not 
presently available, and thereby increase the benefits of set ownership. Further- 
more, it should not come as a shock to learn that the present operators of TV 
stations and the spokesmen for the industry have attempted to prevent even a 
trial of the pay TV proposal, and that they have gone to great lengths to con- 
vince the public of the disastrous results to the listener should pay TV be per- 
mitted. 

In view of all this, what position should educators take on this controversial 
issue? We, the educators, are often accused of being conservative, of making 
changes slowly, often with great reluctance. In my opinion, however, to point 
this out is to commend rather than condemn. Does it not merely reveal that 
educators try first to discover the facts, to experiment where possible, before 
making changes that might retard rather than accelerate? 

To those of us who can look back over the years to the establishment, in 1927, 
of the original regulatory body for radio, the Federal Radio Commission, it does 
not seem strange that many proposals made by the Federal regulatory body for 
improvement of the industry have been opposed just as strenuously by the in- 
dustry itself as has more recently been the case with the pay TV proposal. 

The United States is ofen referred to as a free-enterprise system and the 
blessings of such a system are frequently extolled by the representatives of com- 
mercial broadcasting. This has been especially true when any proposal is made 
to establish a license fee, to subject to critical review the program offerings of a 
broadcast station, or to deny renewal of a broadcast license because of a long 
record of programing not in the public interest. 

Is not free competition the basis of the so-called free-enterprise system? Is it 
the responsibility of the Federal Government to protect an existing industry 
when a new industry appears on the horizon and offers promise of providing 
the public with a new service which might prove advantageous? Did the Govern- 
ment prevent the sale of automobiles in order to protect the interests of buggy 
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manufacturers? What about the interests of the coal industry when oil and gas 
began to be used for heating? Or, to get closer to home, were the interests of 
the radio industry protected when television came? 

One could argue on a factual basis that commercial television has failed miser- 
ably in many respects to live up to its potentialities. Gilbert Seldes, in the 
August 24, 1957, issue of the Saturday Review, points out the tragic situation 
in Los Angeles with respect to TV programing during the hours when children 
have access to radio and TV receivers. One could point out also the overcommer- 
cialization, the dropping of high quality programs and the substitution for them 
of less desirable fare, the control of programs by advertisers rather than by 
those who place the public interest first. Many more illustrations could be given. 
Enough has been said to reveal why pay TV promoters expect to find an eager 
and profitable audience. 

Let’s be realistic about this present proposal. Numerous actions of the FCC 
have injured some segments of our society. The granting of licenses for the 
operation of TV stations injured radio severely and, in its attempt to maintain 
financial solvency, changed its programing to something most educators would 
join with me in feeling is much less desirable than previously. Should TV not 
have been licensed for this reason? The reservation of TV frequencies for edu- 
cational use and the subsequent licensing of stations on these frequencies sub- 
tracted listeners from the commercial stations. But, at the same time, it creat- 
ed new audiences from among the more discriminating listeners. Should edu- 
eational TV stations not have been licensed? Now the FCC is faced with a new 
question: Should pay TV be approved? 

If the American public does not want this service, pay TV will die from lack of 
support. If the existing stations had provided, at no cost to the viewer, the type 
of programs the audience desired, there might be no proposal today for pay TV. 
The American public has always been willing to pay a reasonable price for the 
things it wants. Unless pay TV gives the viewer the programs he desires and 
at a price he feels is fair, he will not pay but will turn on the free programs. 

It seems to this writer that the best traditions of the free-enterprise system 
suggest that pay TV be permitted to compete in the market place with the present 
commercial TV system. This should provide a desirable stimulus to both. And 
the public, as it should in a democracy, will be the final judge. 


Tracy F. Tyrer, Editor. 


CHESTERFIELD, 8. C., January 25, 1958. 
CHAIRMAN, 
House Commerce Committee, Washington, D.C. 


Dear Sir: I would like this letter read, if possible, to your committee as they 
deliberate about the merits of paid television as against the merits of the system 
of television as we now know it. 

As strongly as I can express I am against any form of pay television, even 
trials. It will not bring any new or better programs than we are now 
getting, and in fact, testimony has been given, which I believe, that my 
favorite programs, news, and special events, will be eliminated as the companies 
will not have the revenue from other programs to pay for this type of program, 
which I understand is done mostly as a public service, and at a loss, to keep 
the public interested in television. 

If all the big networks have to have pay TV, if it is permitted, then I am 
afraid we will have to pay as much as $100 a year just to receive programs that 
do not cost us anything at present. The present national networks have stated 
they will have to compete if pay TV is allowed, and we are all aware that the 
competing will be at the same time periods to get the largest audiences. 

The cost of pay TV will amount to an increase in the cost of living of the aver- 
age family in this area to at least 5 percent, especially to the farmers. 

Outside of profits to those in the business, just what benefits can pay TV 
give. The millions of us who depend largely on TV for news, entertainment, 
children’s programs will certainly have to pay much more for pay TV than the 
present system. I do not think it is fair to the American public, who like us 
has invested several hundred dollars in TV sets, antenna, etc., for us to have to 
pay more money just to receive programs on our own sets. 

Very truly yours, 
HARRY GOLDSMITH. 
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UNIVERSITY OF MIAMI, 
Coral Gables, Fla., January 21, 1958. 
Hon. OREN Harris, 
Chairman of the House Interstate and Foreign Commerce O9mmittee, 
House Office Building, Washington, D.C. 

DEAR REPRESENTATIVE Harris: Since a definite date for my appearance cannot 
be determined at this time. I request that this letter with my comments on the 
subject of subscription television be entered in the hearing record. 

My interest in the proposed trial of subscription TV is twofold. 

As one who has devoted his life to the field of higher education, I believe sub- 
scription TV would go a long way toward making it possible for institutions to 
build and support educational stations on the more than 200 vacant reserved 
channels. The information produced during the proposed trial could very well 
point the way for a rapid development of TV as an educational tool. As a result, 
hundreds of thousands of young people who are now deprived of higher educa- 
tion would have the opportunity to study by TV and complete a large portion of 
their college work. 

These are crucial times when we need our best brains, developed to their 
fullest potential. Every means at our command should be explored that would 
allow us to close the educational gap between ourselves and the Soviet Union, 
especially in the technological fields. 

Further, in looking back over the years that television has been available, I 
am disturbed by the lack of truly fine cultural programing offered, I am appalled 
by how little great music I have heard. Indeed, I cannot think of one symphony 
orchestra that has ever been seen in a full length concert performance. As for 
opera, ballet, and first-rate live theater from Broadway, our present system 
has given us only teasing glimpses of the medium’s potential. 

There are two prospects to which the pay TV trials could give us answers. 

Given the opportunity, the public will soon tell the FCC and Congress if they 
want subscription television in their homes by the simple expedient of buying 
or not buying the features offered. 

I respectfully urge your committee to reject any law that would abridge the 
right of the public to decide for itself if they want subscription TV service. 
Any legislation that would forbid a trial of subscription television would be a 
nullification of the traditional American right to choose for ourselves the new 
services we want. Only the public can decide this question in the public interest. 

Iam, 

Very cordially yours, 
Dr. Pepro R. HIriBarne. 


ADULT EDUCATION ASSOCIATION OF THE U. §S. A,, 
Chicago, Ill., January 9, 1958. 
Hon. OREN Hargis, 
Chairman, House Committee on Interstate and Foreign Commerce, 
Washington, D. C. 

Dear Mr. Hargis: I appreciate your invitation to me to file a statement regard- 
ing your hearings on pay TV in lieu of a personal appearance. 

As I stated in my recent telegram to you, I feel, as an educator, that we 
urgently need a controlled test of the potential of pay TV as an instrument for 
cultural education for limited audiences as well as an aid in enlarging the finan- 
cial support for educational television stations. 

I would not for a moment take a stand at this time in favor or in opposition to 
subscription television. We simply do not know what its effects and its poten- 
tial will be until we test it. 

But we do know that many educationally negative consequencies flow from a 
television system that is almost exclusively geared to the lowest common tastes 
of mass audiences. We need to find a solution to this problem, and a controlled 
test of subscription television may lead us toward some answers. 

I sincerely urge your committee, therefore, to support the decision of the 
Federal Communications Commission to carry on controlled tests. 

Sincerely yours, 
Matcoutm §. KNOWLES, 
Eeecutive Director. 
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CHICAGO, Itt, January 14, 1958. 
Hon. OREN HARRIS, 
Chairman, Interstate and Foreign Commerce Committee, 
House Office Building, Washington, D. C. 


Deak Sir: Confirming exchange of wires regarding the meeting to be held 
relative to subscription television, I wish to state my views as follows: 

I am the proprietor of Binyons’ Restaurant in the loop area in Chicago and 
am constantly confronted with the problem of attracting people to the loop, 
particularly at dinner time and if any special or unusual event could be offered 
to bring people into the restaurant, I naturally would be in favor of it. I feel 
that paid TV would be a factor to produce events of this caliber that are not 
available at this time, and for this reason I am an advocate of paid TV. 

I also feel that any new enterprise should be allowed to function in our free 
economy. 

Very truly yours, 
H. O. Brnyon. 


Cuicago, Iti., January 10, 1958. 
Re subscription television hearings. 
Hon. OREN Harris, 
Chairman, House Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


HONORABLE Sirk: I was admitted to practice law before the Supreme Court 
of Ilinois in 1925 and the Federal district, circuit courts of appeals and supreme 
courts in the next several succeeding years. I have practiced law before these 
courts and as an adviser and counselor, and also looked after my investments in 
real estate and securities to the present time. 

Like many others, I have followed the subscription TV issue in the public 
press and in discussions with friends. Much of what I heard and saw was un- 
doubtedly slanted one way or the other. The most rabid proponents as well as 
opponents are those who have a financial interest one way or the other. From 
a sifting of these divergent views, coupled with my own experience, I have come 
to these conclusions : 

(1) The members of the Federal Communications Commission undoubtedly 
know more about the merits of the controversy and are better able to deal with 
it than any other individual or group of individuals because of their experience 
and knowledge gained from years of studying the question. They gave it long 
and serious consideration before they ruled and were undoubtedly familiar with 
both sides of the controversy. Congress should not act as a reviewing court to 
review the decisions of the Commission. If it acts illegally, the courts have 
ample power to set the illegal action aside. 

(2) No legislative body has the power to ban a business which is not inherent- 
ly unlawful in itself. The power to regulate is not the power to destroy. Nor is 
it the power to kill a lawful business by prohibiting it from coming into being. 
In other words, it may neither murder nor abort. 

(3) If the public does not want to patronize pay TV, it will die of financial 
starvation. 

The public should be given a chance to patronize or not patronize. I should 
like that chance myself and so would the large percentage of my friends. This is 
in spite of the fact that I have substantial interests in several companies which 
use TV as an advertising medium. Many times I turn off TV in disgust with 
the poor quality of the entertainment, the annoying commercials, ete. Often, as 
I turn it off, I think of the excellent entertainment which could be brought into 
my home and for which I would be glad to pay. My recourse is to turn on the 
phonograph or hi-fi which, at best, is a poor second choice: but I will not be 
coerced into looking at something I do not eare to look at and constantly resent 
not being able to see things I want to see and for which I am willing to pay. 

(5) Coercion or prohibition will not solve the problem. That has been proven 
so often in human affairs as to require no elaboration. I say in all respect to 
Congress that if this law is passed the courts will declare it unconstitutional 
or a later Congress will be forced by a justifiably enraged public opinion to 
repeal it. 

I am filing this statement for the record in lieu of my personal appearance, 
as you suggested to me in your wire of January 8, 1958. 

Very respectfully yours, 
Epwarp M. KEATING. 
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STATEMENT OF WINSTON PAUL, NEW YorK, N. Y. 


I have been active in the field of education and for several years have been 
a member, and have served as chairman, of the Columbia College Council. I 
believe that the authorization of subscription television can be of inestimable 
value to the future of higher education in this country. ; 

A challenging problem will arise from the impending tidal wave of students 
shortly to come to our colleges. Within 15 years we will be confronted with double 
the number of present undergraduate and graduate students. 

Private institutions have difficulty today in meeting their budgets. If we 
cannot give our present number of professors satisfactory compensation how 
can we contemplate doubling the number of instructors—to say nothing of finding 
such additional qualified teachers? It is also inconceivable that private institu- 
tions could raise sufficient capital funds to double their equipment for class- 
rooms, laboratories, and dormitories, Similarly, the tax-supported institutions 
are faced with keen competition for their needed part of the tax dollar. Public 
schools also are clamoring for money for construction of additional classrooms 
and better pay for teachers. 

Tuition fees of both private and tax-supported institutions pay only a part 
of the cost of education. While it is conceivable they could be raised somewhat, 
to do so would mean denying higher education to many bright and deserving 
young people. An increasing percentage of these students are dependent on 
scholarships. The solution cannot be found by increasing tuition fees. 

The size and complexity of this challenge in no way lessens society’s obliga- 
tion to make it possible for qualified and bright young people to obtain academic 
and technical education necessary for their full development. We must make 
effective and prompt plans to meet the challenge. 

I suggest that one promising approach to this problem can be via subscrip- 
tion television. TV may then have economic access to its obviously great po- 
tential as a great new tool of education. It seems to me that with such a 
means of collecting modest tuition, it will then be possible for educational in- 
stitutions to give television courses parallel or identical to those given in the 
classrooms, thereby enabling those who otherwise would be unable to attend 
college to get in a large measure the benefit of a collegiate and technical edu- 
cation. 

In light of the great potentials and obvious needs involved here, I urge early 
approval of subscription TV. 





PLAINVIEW, Tex., January 7, 1958. 
Hon. OREN Harris, 
Member of Congress, 
House of Representatives, Washington, D.C. 

DeAR REPRESENTATIVE Harris: We have had previous correspondence regard- 
ing experimental pay television. 

I appreciate the high position that you occupy and the authority that you 
have in helping determine whether or not pay television is allowed to be tried 
out in the United States. As the coowner of some small daytime radio stations 
in west Texas, I would like to again state my position in this matter. 

My belief is that the FCC could be allowed to give pay television a trial. 
If it does not work, then no harm will have been done. If it does work, it might 
be the means of enabling more people to enjoy television and it might be the 
means of more people having a choice of more of a variety of programs. In 
any committee hearings that you might have, I would like for my position as 
stated above to be known. I know that represents only the thinking of a small 
radio station owner, but I do think for the best interest of the country that 
pay television should be given a try. If this letter is not sufficient to be pre- 
sented to the committee, I would appreciate your letting me know what kind 
of letter IT would need to send so that my thoughts can be made known. 

I ask you again to lend your influence in letting FCC go ahead and give pay 
television a trial. 

Sincerely yours, 
MARSHALL FORMBY. 
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BEFORE THE FEDERAL COMMUNICATIONS COMMISSION, 
WASHINGTON, D. O. 


IN THE MATTER OF AMENDMENT OF ParT 3 OF THE COMMISSION’S RULES AND 
REGULATIONS (Rap1io BRoADCAST SERVICES) TO PROVIDE FOR SUBSCRIPTION TELE- 
VISION SERVICE 

Docket No. 11279 


COMMENTS OF THE NATIONAL ASSOCIATION FOR BETTER RADIO AND TELEVISION IN 
SUPPORT OF PROPOSAL TO PROVIDE FOR A SUBSCRIPTION TELEVISION SERVICE 


The National Association for Better Radio and Television, a nonprofit corpo- 
ration dedicated to the advancement of the public’s interest in the broadcasting 
industry, with its principal office at 882 Victoria Avenue, Los Angeles, Calif., 
files this -comment in response to the Commission’s proposed rulemaking for the 
amendment of part 3 of the Commission’s rules and regulations to provide for 
subscription television service, and states as follows: 

1. The National Association for Better Radio and Television, referred to as 
“NAFBRAT,” coordinates the interests of many organizations and individuals 
for the purpose of encouraging the presentation of radio and television programs 
of high standards. 

2. Membership in NAFBRAT is limited to those not directly affiliated with 
commercial broadcasting. Members include universities, public and private 
schools, churches, parent groups, teachers and other cultural and educational 
organizations, both in this country and abroad. Its representative membership 
totals many hundreds of thousands of listener viewers. 

3. NAFBRAT is governed by a 44-member board of directors as follows: 


Mrs. Stanley Adams, Kappa Gamm Pi 

Mrs. W. H. Armstrong, founder member 

Dr. Richard Atkinson, author and lecturer 

Miss Gertrude M. Blackstock, California Department of Mental Hygiene 

Mr. William Boutwell, editor, Scholastic Teacher Magazine, New York 

Miss Gertrude Broderick, United States Office of Education, Washington, D. C. 

Mr. Richard Clendenen, National Consultants on Youth Welfare, formerly execu- 
tive director, Senate Subcommittee To Investigate Juvenile Delinquency, 
Washington, D. C. 

Mr. Benedict Cottone, attorney, formerly General Counsel of the Federal Com- 
munications Commission, Washington, D. C. 

Mrs. John W. Daehler, business executive, Los Angeles 

Dr. Lee de Forest, “father of radio,” Los Angeles 

Mr. Phillip Essman, radio-TV consultant, Los Angeles County Schools 

Mrs. Robert Fitch, TV chairman, United Churchwomen of Southern California 
and Southern Nevada 

Mrs. R. Calvert Haws, national director, National Council of Catholic Women, 
Los Angeles. 

Mr, Raymond M. Holt, librarian, Pomona Public Library, California 

Mr. Leon C. Hood, educator, New Jersey 

Mrs. Jane Hood, assistant to the superintendent, State of California, Depart- 
ment of Education 

Dr. Elizabeth B. Hurlock, psychologist, the Graduate School, University of 
Pennsylvania 

Dr. Robert D. Leigh, director communications study, Columbia University, New 
York City 

Mrs. Clara 8S. Logan, founder member 

Mr. Doane M. Lowery, president, Flintridge School for Boys, Pasadena, Calif. 

Miss Esther Mathewson, editor, Los Angeles School Journal 

Mrs. Ellwood J. Munger, California Federation of Women’s Clubs 

Dr. Clifton E. Moore, director of radio-TV, Los Angeles Federation of Churches 

Dr. Warner Muir, minister, University Christian Church, Iowa 

Mrs. Doris Nettleton, educator, Los Angeles 

Mrs. Thomas Nicholson, TV-radio chairman, Los Angeles Archdiocesan Council 
of Catholic Women 

Mr. Francis W. Noel, chief, audiovisual education, Department of Education, 
State of California 

Dr. Paul Popenoe, director, American Institute of Family Relations 

Mr. George E. Probst, Encyclopedia Britannica, New York City 
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Mrs. Helen Rachford, director, division of audiovisual education, Los Angeles 
County Schools; chairman, Film Council of America 

Mrs. Victor Roberts, Los Angeles Archdiocesan Council of Catholic Women 

Dr. John C. Schwarzwalder, manager, KUHT, University of Houston 

Mr. Gilbert Seldes, author and critic, New York City 

Mrs. Robert Lewis Shayon, radio-TV editor, Saturday Review, Westport, Conn. 

Mr. Charles A. Siepmann, chairman, department of communications, New York 
University 

Dr. Dallas Smythe, research professor of communications, University of Illinois 

Mr. Jerome H. Spingarn, counselor-at-law, formerly with the Federal Communi- 
eations Commission, Washington, D. C. 

Mrs. Harold M. Stern, past president, Council of Jewish Women, Los Angeles 
Section 

Mrs. Gertrude Swanman, founder member 

Mrs. Fred Teasley, State TV chairman, California Federation of Women’s Clubs 

Mrs. Mary Alice Uphoff, educator 

Dr. Logan Wilson, president, University of Texas 

Dr. Paul Witty, professor of education, Northwestern University 

Dr. Norman Woelfel, director, teaching aids laboratory, Ohio State University, 
Columbus, Ohio 
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4. We have polled the members of our board of directors to ascertain 
NAFBRAT’s position on the subject of subscription television, and as a result 
of this poll, the board of directors have officially taken a position in support of 
the proposal to provide for a subscription television service on a trial basis. 

5. The basic principle of our American system of broadcasting is that the air 
waves helong to the people of this country as a whole. 

6. So far it appears that the opposition to subscription television has heen 
mostly engendered by the theater exhibitors’ interests, who, if they had been 
given a chance to pass upon the establishment of the television service initially, 
would probably have taken the same position they now take. Not having been 
given the opportunity and faced with the terrific impact of a competing medium, 
they have found the way and means to surmount it. The result has been of 
benefit to the public in having a nationwide television service and a drastic im- 
provement in motion-picture exhibition. There is no reason to believe that they 
could not also surmount the problem of subscription television with resultant 
benefit of the public. 

7. Opponents of subscription television are under a heavy burden of justifying 
a Government prohibition (of trial subscription TV) which would amount to a 
monopolistic privilege, i. e., radio-TV frequencies available for commercial ex- 
ploitation exclusively for advertising purposes. That the sponsor and the 
advertiser should now control what is presented to the American people is in- 
deed a monopoly. 

8. Some of the arguments presented by the opposition are confusing and need 
clarifying. For instance, our present system of television broadcasting is re- 
ferred to as “free“ television. What of the fact that in addition to owning the 
air waves, the American people have approximately 30 times as much invested 
in receiving equipment as the broadcasters have in sending equipment? Our 
present system of television is not free. The listeners pay for the sets, for the 
maintenance, for electricity and, indirectly, for the advertising. 

9. Despite the fact that the listener has a large economic interest in broad- 
easting, he has no control of programing. “Let the people choose” has long been 
a tenet as fundamental in marketing economics as in electoral politics. Subscrip- 
tion television will offer the public an opportunity to pay for quality in the 
market place of programs, as it now pays for quality in the market place of 
television receivers. The viewing audience at home will be the dictator of pro- 
graming, not advertising agencies or networks anxious to please sponsors. 

10. Television development owes its success electronically to experimentation. 
Certainly television management should be extended the same privilege of ex- 
perimentation as has been extended TV electronic engineers. Further, the Fed- 
eral Communications Commission is charged with the responsibility of encourag- 
ing more effective and widespread use of radio and television, which means ex- 
ploring new and better uses of this powerful medium. 

11. Subscription television would undoubtedly make available many types of 
programs not now on regular TV, and the competition would prove an impetus 
to commercial broadcasting. This competition should be encouraged in the 
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American tradition. Subscription TV is not a substitute but an addition: to our 
present TV bill of fare. 


12. Subscription TV would be helpful in solving the financial problems of 
educational television. 

13. Subscription TV would allow full stimulation of educational and cultural 
programs by catering to every interest regardless of size of group. The Ameri- 
can people are entitled to programs which, by their nature and appeal, can never 
hope to compete with popular shows in size of audiences. 

14. Subscription TV would stimulate discussion of controversial issues, and 
allow the presentation of programs which, for one reason or another, should 
remain free of sponsorship. 

15. The fact that we support the trial of subscription TV does not in any way 
mean that we are not appreciative of the many fine programs now available on 
commercial TV: Meet the Press, Studio One, Cavalcade of America and the 
other 197 programs on our recommended list. It does mean that we are aware 
of the influence of the commercial sponsor in the selection of program material, 
an influence not foreseen when our representatives in Congress drew up the laws 
regulating our American system of broadcasting. It has been too soon forgotten 
that broadcasting was a rapidly growing industry for a number of years before 
advertising was coupled with it, and it has not been too many years since adver- 
tising was not allowed on radio after 7 in the evening. The Federal Communi- 
cations Commission has failed to set up a recommended separation of advertis- 
ing from programs, which means that sponsors not only select the advertising 
but the programing as well. We see no objection per se to advertising on either 
commercial or subscription television. Our objections are to the excessive com- 
mercialism and poor taste often exhibited. 

16. We have listed a few of the reasons why we feel subscription television 
should be given a trial. We realize that the basic issues involved are far from 
clear at this time. However, we believe there is sufficient merit in the idea to 
authorize subscription TV on a trial basis under proper safeguards to protect 
the public. 

17. The Commission should give careful consideration to limiting the uses on 
a trial basis to UHF stations for the reason that it would make wider utilization 
of the public’s resources. 

18. The Commission should provide proper limitations in communities where 
there are few stations so that existing service will not be displaced. 

19. The Commission should ask subscription television, when license is applied 
for, to set forth its intentions with regard to such programing matters as public 
service features, news, education, religion, information, children’s programs, etc. 
At the expiration of the license, the Commission should detremine if the licensee 
has lived up to his promise. This will mean a review of the station’s programing 
The Commission is charged with the responsibility of selecting licensees who 
serve in the public interest. The quality of the program and the character of the 
program is the outstanding factor in the determining whether the station is per- 
forming a public service or not. This is the point of view which has been ex- 
pressed and acted upon, by both the Federal Communications Commission and its 
predecessor, the Federal Radio Commission, since the very beginning of effective 
radio regulation in 1927. And it is a point of view which has been consistently 
and repeatedly affirmed by the courts of the United States. The Communica- 
tions Act contemplates that it is the responsibility of the broadcaster, and not of 
the Commission, to choose what programs shall be put on the air. It is well set- 
tled, however, that in exercising its licensing function, the Commission must 
consider whether the applicant’s proposed services (and past services to the ex- 
tent they forecast the future) will bein the public interest. 

20. The fact that subscription television is to be established should not in any 
way affect the obligation of all licensees to operate in the public interest. We 
believe that the Commission should establish safeguards to this end. 

21. The poll of the board of directors resulted in the following votes: 26 in 
favor of subscription TV on a trial basis; 3 opposed ; 15 undecided. 

22. In order that the Commission might have the benefit of all opinions, the 
following are statements of those opposed: “I believe that subscription TV will 
deprive the mass of the better programs, as more and more, these will supersede 
the regular free ones, while the mass cannot afford the price of the favored 
ones.” 

“T have no faith in the promoters of subscription TV. Their motive, like that 
of standard commercial broadcasters, is economic. They will provide what sells 
best. We may get an extension of certain popular type programs seen on com- 
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mercial TV, such as films and sports. It is in the nature of the case (the case 
being one of profit motive) that we shall get little or no extension of the only 
programs inadequately provided by commervial TV ; i. e., programs for the major 
minorities whose needs are scouted by the yet greater needs of the major 
majorities.” 
Respectfully submitted. 
NATIONAL ASSOCIATION FOR BETTER RADIO & TELEVISION, 
CLARA 8. LOGAN, President 
By GertTRupDE M. Roserts, Secretary 
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JUNE 7, 1955. 


Hotziywoop AFL Firm Councit, 
January 9, 1958. 
Representative OREN Harris, 
Chairman, House Interstate and Foreign Commerce Committee, 
House O fice Building, Washington, D.C. 

DEAR CONGRESSMAN Harris: The Hollywood AFL Film Council, composed 
of unions and guilds representing more than 24,000 employees in the motion-pic- 
ture industry, notes with great interest that your committee will open hearings 
on subscription television on January 14. This subject has long been a matter 
of grave concern to us. In 1957 the council adopted a resolution on this subject, 
a copy of which is enclosed. The same resolution was subsequently adopted by 
the Los Angeles County Central Labor Council. 

It has long been our firm opinion that subscription television could represent 
an important new service to the American public in the field of inexpensive en- 
tertainment, information, and culture. It has alarmed us that the campaign in 
opposition has attempted to arouse public sentiment by excluding two essential 
facts: that there is no critical shortage of available broadcast channels, and 
that the subscription service proposed must be good enough to sell itself to each 
customer on its own merits. 

We were extremely gratified when the Federal Communications Commission 
announced its recent decision to permit controlled tests of this new service in se- 
lected market areas. It is clear that the true measure of subscription television, 
including its effect upon the public interest, can only be evaluated if such con- 
trolled tests are permitted to proceed. We sincerely hope that your committee 
will recommend to the Congress that no step be taken to interfere with the con- 
duct of such tests, and we will await with great interest the results of your 
deliberaions. 

Sincerely, 
H. O’Nerw SHanks, Secretary. 
RESOLUTION 


Whereas it appears possible that subscription-television service could revolu- 
tionize the entertainment industry, provide additional employment for tens of 
thousands of American workmen and give the public better entertainment, cul- 
ture, and education in the home than is possible with the present form of tele- 
vision supported solely by advertising ; and 

Whereas opponents of subscription-television service are unwilling to give the 
public the opportunity to test and decide the merits of subscription television 
service; and 

Whereas the televising of old theatrical movies under the present system of 
television has reduced attendance at theaters and reduced employment of tech- 
nicians, craftsmen, and artists in the making of motion pictures in this country ; 
and 

Whereas it appears probable that subscription-television service would greatly 
increase the number of new motion pictures produced in this country, thus in- 
creasing employment manifold; Now, therefore, be it 

Resolved, That (1) the Hollywood AFL Film Council, composed of unions and 
guilds representing more than 24,000 employees in the Hollywood motion picture 
production industry, urges that widespread public tests of subscription television 
service be authorized by the Federal Communications Commission at the earliest 
possible moment, in order that the merits of pay-television service without ad- 
vertising may be analyzed and compared with television controlled by advertisers 
and networks and that decision may be intelligently reached as to the effect on 
the national economy, and on employment in the entertainment industry, of a 
combination of both types of television services ; 
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(2) This resolution be presented to the conventions of the California State 
Theatrical Federation and the California State Federation of Labor; 

(3) Copies of this resolution be sent immediately to all State labor bodies, 
central labor councils, and all international unions throughout the United States. 

(Whereupon, at 11: 20 a. m., the hearing in the above-entitled matter 
was adjourned, subject to call of the Chair.) 


x 





